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CONTROLLER'S  OFFICE 
CITY  SERVICES  AUDITOR 

The  City  Services  Auditor  was  created  within  the  Controller's  Office  through  an  amendment  to  the 
City  Charter  that  was  approved  by  voters  in  November  2003.  Under  Appendix  F  to  the  City  Charter, 
the  City  Services  Auditor  has  broad  authority  for: 

•  Reporting  on  the  level  and  effectiveness  of  San  Francisco's  public  services  and 
benchmarking  the  city  to  other  public  agencies  and  jurisdictions. 

•  Conducting  financial  and  performance  audits  of  city  departments,  contractors,  and  functions 
to  assess  efficiency  and  effectiveness  of  processes  and  services. 

•  Operating  a  whistleblower  hotline  and  website  and  investigating  reports  of  waste,  fraud,  and 
abuse  of  city  resources. 

•  Ensuring  the  financial  integrity  and  improving  the  overall  performance  and  efficiency  of  city 
government. 

The  audits  unit  conducts  financial  audits,  attestation  engagements,  and  performance  audits.  Financial 
audits  address  the  financial  integrity  of  both  city  departments  and  contractors  and  provide  reasonable 
assurance  about  whether  financial  statements  are  presented  fairly  in  all  material  aspects  in 
conformity  with  generally  accepted  accounting  principles.  Attestation  engagements  examine,  review, 
or  perform  procedures  on  a  broad  range  of  subjects  such  as  internal  controls;  compliance  with 
requirements  of  specified  laws,  regulations,  rules,  contracts,  or  grants;  and  the  reliability  of 
performance  measures.  Performance  audits  focus  primarily  on  assessment  of  city  services  and 
processes,  providing  recommendations  to  improve  department  operations. 

We  conduct  our  audits  in  accordance  with  the  Government  Auditing  Standards  published  by  the  U.S. 
Government  Accountability  Office  (GAO).  These  standards  require: 

•  Independence  of  audit  staff  and  the  audit  organization. 

•  Objectivity  of  the  auditors  performing  the  work. 

•  Competent  staff,  including  continuing  professional  education. 

•  Quality  control  procedures  to  provide  reasonable  assurance  of  compliance  with  the  auditing 
standards. 


Audit  Team:    Paige  Alderete,  Audit  Manager 
Edvida  Moore,  Associate  Auditor 
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April  22,  2010 

Mitchell  Katz,  MD 
Director  of  Public  Health 
Department  of  Public  Health 
101  Grove  Street,  Suite  308 
San  Francisco,  CA  94102 

Dear  Dr.  Katz: 

The  Office  of  the  Controller,  City  Services  Auditor  Division  (CSA)  presents  its  report  on  the 
monitoring  of  nonprofit  organizations  receiving  federal  funding  through  the  Department  of  Public 
Health  (DPH)  in  fiscal  year  2008-09.  DPH,  as  the  primary  recipient  of  federal  grants,  is  required  to 
monitor  those  organizations,  or  sub-recipients.  OMB  Circular  A-133  requires  federal  grant  sub- 
recipients  expending  $500,000  or  more  annually  in  federal  funds  to  submit  a  single  audit  report.  CSA 
agreed  to  assist  DPH's  monitoring  requirement  by  compiling  all  single  audit  findings  for  federal  grant 
sub-recipients  meeting  this  threshold. 

During  fiscal  year  2008-09,  DPH  awarded  federal  funds  to  63  nonprofit  organizations,  28  of  which 
met  the  $500,000  expenditure  threshold  that  requires  the  filing  of  a  single  audit  report.  Only  one 
organization,  Maitri  AIDS  Hospice,  did  not  submit  the  required  report.  Of  the  27  organizations  that 
did  submit  their  single  audit  reports,  9  had  single  audit  findings.  Two  organizations,  Tenderloin 
Health  and  the  University  of  California,  also  had  questioned  costs  totaling  $61 ,508  and  $31 ,284, 
respectively. 

To  avoid  duplicative  review  and  reporting,  CSA  and  DPH  agreed  not  to  report  management  letter 
comments.  To  complement  this  change,  CSA  obtained  a  high-level  understanding  of  DPH's  new 
internal  review  process  for  monitoring  sub-recipients'  single  audits. 

This  report  includes  five  recommendations  regarding  monitoring  the  use  of  federal  funds  awarded  to 
sub-recipients.  A  response  from  DPH  is  attached  to  this  report. 

Respectfully  submitted, 


Tonia  Lediju 
Director  of  Audits 

cc:  Mayor 

Board  of  Supervisors 
Budget  Analyst 
Civil  Grand  Jury 
Public  Library 


415-554-7500 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  41 5-554-7466 
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INTRODUCTION 


Background 


Scope  and  Methodology 


Monitoring  Results 


Under  the  requirements  of  the  Single  Audit  Act  and  OMB 
Circular  A-133,  a  primary  recipient  of  federal  awards  must 
monitor  its  sub-recipients  to  determine  whether  the  sub- 
recipients  have  expended  the  awards  in  accordance  with 
applicable  laws  and  regulations.  Sub-recipients  expending 
federal  awards  of  $500,000  or  more  annually  must  submit 
single  audit  reports  performed  in  accordance  with  OMB 
Circular  A-133.  As  the  primary  recipient,  the  Department  of 
Public  Health  (DPH)  is  required  to  ensure  that  these  audits 
are  performed,  and  must  follow-up  on  the  resolution  of  all 
reported  findings  and  questioned  costs.  The  DPH  requested 
assistance  of  the  Office  of  the  Controller's  City  Services 
Auditor  Division  (CSA)  in  compiling  all  findings  for  sub- 
recipients  required  to  submit  a  single  audit  report. 

CSA  obtained  and  reviewed  single  audit  reports  from  DPH 
for  the  nonprofit  organizations  that  expended  $500,000  or 
more  in  federal  funds  in  fiscal  year  2008-09.  To  avoid 
duplicative  reviews  and  reporting,  CSA  and  DPH  agreed 
not  to  report  management  letter  comments.  To  complement 
this  change,  CSA  obtained  a  high-level  understanding  of 
DPH's  new,  internal  review  process  for  monitoring  sub- 
recipients'  single  audits.  One  new  addition  to  this  report  is 
Appendix  A,  a  matrix  summarizing  the  fiscal  year  2008-09 
single  audit  findings  by  general  category. 

This  review  covered  single  audits  that  were  performed  for 
the  fiscal  year  ending  June  30,  2009,  and  some  performed 
for  the  2009  calendar  year.  This  report  is  a  compilation  of 
DPH  subrecipients'  external  single  audits.  To  ensure  that 
the  original  intent  of  each  single  audit  report  was 
maintained,  CSA  made  minimal  changes  to  the  text 
extracted  from  each  report.  CSA  did  not  determine  the 
status  of  the  recommendations  made  in  the  single  audit 
reports. 

CSA  reviewed  single  audit  reports  submitted  by  27  of  the 
28  nonprofit  organizations  that  expended  $500,000  or  more 
in  federal  funds.  One  organization,  Maitri  AIDS  Hospice,  did 
not  provide  the  required  single  audit  report.  The  Tides 
Center  did  not  provide  the  required  management  response 
to  its  single  audit  report. 
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Overall,  9  of  the  27  organizations'  single  audits  had  findings 
and  recommendations.  See  the  summary  table  on  pages  5 
and  6.  Two  organizations,  Tenderloin  Health  and  the 
University  of  California,  had  questioned  costs  totaling 
$61,508  and  $31,284,  respectively.  Questioned  costs 
pertaining  to  Tenderloin  Health  concerned  allowable  salary 
costs  and  the  manner  in  which  salary  dollars  were 
allocated.  Questioned  costs  pertaining  to  the  University  of 
San  Francisco  concerned  a  program  that  is  not  funded 
through  DPH. 

Appendix  A  shows  a  summary  of  the  34  fiscal  year  2008-09 
single  audit  findings  by  general  category.  These  included: 

•  15  findings  related  to  financial  activity  (improperly 
recorded  data;  weakness  in  internal  controls,  and 
timeliness). 

•  1 3  findings  related  to  allowable  costs  or  cost 
principles  (use  of  estimates,  allocation  methods,  and 
improper  costs). 

•  6  findings  related  to  other  issues  (inadequate 
staffing,  noncompliance  with  regulations). 

•  Two  organizations  with  a  total  of  six  findings  that 
resulted  in  questioned  costs,  and  four  organizations 
with  repeated  findings  (same  as  in  the  prior  fiscal 
year). 

Lastly,  the  auditors  found  that  DPH's  internal  review 
process  for  monitoring  sub-recipient  single  audits  does  not 
consistently  include  review  or  follow-up  on  the  status  of 
management  letter  comments  issued  as  part  of  single  audit 
reporting. 

Recommendations  To  better  monitor  the  use  of  federal  funds  awarded  to  sub- 

recipients,  the  Department  of  Public  Health  should  take  the 
following  actions: 

1 .  Follow  up  with  Maitri  AIDS  Hospice  to  obtain  the 
required  single  audit  report. 
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2.  Follow-up  with  the  Tides  Center  to  obtain 
management's  response  to  the  single  audit  and  to 
determine  the  current  status  of  findings  and  any 
corrective  actions  that  have  been  taken. 

3.  Follow-up  with  Tenderloin  Health  to  ensure  that  it  has 
implemented  the  necessary  corrective  action(s)  to 
prevent  a  recurrence  of  the  findings  related  to  allowable 
salary  costs. 

4.  As  part  of  DPH's  internal  monitoring  process,  obtain 
and  follow-up  on  management  letter  comments,  if  any, 
that  are  referenced  in  the  organizations'  single  audit 
reports. 

5.  Periodically  report  results  of  the  department's  follow-up 
work  to  the  Public  Health  Commission,  to  help  assure 
the  Commission  that  federal  funds  awarded  through  the 
department  are  properly  expended. 
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SUMMARY  OF  NONPROFIT  ORGANIZATIONS 


Organization 

Total  City 

Funds 
Expended 

Federal 
Funds 
Expended 
via  DPH 

Single 
Audit 
Findings 

Yes  No 

AIDS  Emergency  Fund/Breast  Cancer  Emergency 
Fund 

$  993,968 

$  730,948 

X 

Asian  American  Recovery  Services,  Inc. 

7,643,062 

1,869,660 

X 

Bayview  Hunters  Point  Foundation  for  Community 
Improvement 

5,201,379 

964,151 

X 

Black  Coalition  on  AIDS,  Inc. 

1,075,137 

624,303 

X 

Catholic  Charities  CYO  of  the  Archdiocese  of  San 
Francisco 

5,350,513 

486,870 

X 

Chinatown  Community  Development  Center 

2,162,465 

53,490 

X 

Community  Awareness  and  Treatment  Services,  Inc. 

8,083,461 

820,571 

X 

County  of  Marin  AIDS  Office 

847,408 

847,408 

X 

Friendship  House  Association  of  American  Indians,  Inc. 
and  Affiliate 

666,076 

40,000 

X 

Haight  Ashbury  Free  Clinics,  Inc. 

8,617,157 

902,581 

X 

Horizons  Unlimited  of  San  Francisco,  Inc 

1,423,313 

881,837 

X 

Japanese  Community  Youth  Council 

8,590,905 

767,695 

X 

Lutheran  Social  Services  of  Northern  California  and 
Subsidiary 

1,883,313 

638,262 

X 

Maitri  AIDS  Hospice  (report  not  provided) 

1,461,379 

1,443,148 

NA1 

Mission  Area  Health  Associates,  Inc. 

3,237,631 

1 ,268,942 

X 

New  Leaf:  Services  for  Our  Community 

2,356,195 

789.947 

X 

Project  Open  Hand 

2,531,500 

1,259,607 

X 

1  "NA'  indicates  the  document  was  not  available. 
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Organization 

Total  uity 

Funds 
Expended 

Federal 
Funds 
Expended 
via  DPH 

Single 
Audit 
Findings 

Yes  No 

Public  Health  Foundation  Enterprises,  Inc.  dba  PHFE 
Management  Solutions 

2,433,901 

1,741,834 

X 

San  Francisco  Study  Center 

3,979,581 

617,001 

X 

Shanti 

1,445,053 

1,149,898 

X 

Tenderloin  Health 

3,870,882 

1,336,520 

X 

The  Glide  Foundation 

2,296,074 

24,301 

X 

The  San  Francisco  AIDS  Foundation 

7,320,751 

702,073 

X 

The  San  Francisco  Particular  Council  of  the  Society  of 
St.  Vincent  de  Paul 

1  765  045 

521,706 

X 

TIDES  Center 

5,098,614 

215,708 

X 

University  of  California,  San  Francisco 

14,299,709 

7,330,242 

X 

Walden  House,  Inc. 

11,552,971 

801,048 

X 

Westside  Community  Services,  Inc. 

11,377,074 

1,551,169 

X 

Total 

$127,564,517 

$30,380,920 
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AIDS  EMERGENCY  FUND/BREAST  CANCER 
EMERGENCY  FUND 


AIDS  Emergency  Fund/Breast  Cancer  Emergency  Fund  (AIDS  Fund)  provides  emergency 
financial  assistance  to  persons  with  AIDS,  disabling  HIV,  or  breast  cancer.  Grants  awarded 
to  individuals  are  paid  directly  to  providers  for  rent,  utility  and  telephone  bills,  medical 
equipment  and  supplies  for  home  care,  funeral  expenses,  and  travel  expenses.  AIDS  Fund 
received  approximately  26  percent  of  its  revenues  from  the  United  States  Department  of 
Health  and  Human  Services  through  the  HIV  Emergency  Relief  Formula/Supplemental 
Grant  and  25  percent  from  the  City  and  County  of  San  Francisco. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $993,968 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $730,948 

Single  Audit  Reviewed:  Fiscal  year  ended  February  28,  2009 

Single  Audit  Findings:  None 
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ASIAN  AMERICAN  RECOVERY  SERVICES,  INC. 


The  mission  of  Asian  American  Recovery  Services,  Inc.  (AARS)  is  to  decrease  the  incidence 
and  impact  of  substance  abuse  in  the  Asian  and  Pacific  Islander  communities  of  San 
Francisco  and  other  Bay  Area  counties.  To  accomplish  this  mission,  AARS  develops  and 
provides  innovative  prevention,  treatment  and  research  services  for  individuals,  families, 
and  communities.  Because  there  are  multiple  causes  and  effects  of  substance  abuse,  AARS 
also  engages  in  ancillary  activities  to  meet  its  goal.  AARS  receives  its  funding  primarily  from 
governmental  agencies. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $7,643,062 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $1,869,660 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 
Single  Audit  Findings:  None 


9 


Page  intentionally  left  blank. 


BAYVIEW  HUNTERS  POINT  FOUNDATION  FOR 
COMMUNITY  IMPROVEMENT 


The  Bayview  Hunters  Point  Foundation  for  Community  Improvement  (the  Foundation)  is  a 
nonprofit  corporation  founded  in  1971  to  help  residents  of  the  Bayview  Hunters  Point 
community  in  their  fight  against  crime,  alcohol  and  drug  abuse,  and  mental  disorders.  The 
Foundation  receives  the  majority  of  its  revenue  from  the  City  and  County  of  San  Francisco 
(City).  It  employs  approximately  65  people  and  administers  numerous  programs,  which 
include  substance  abuse  programs,  mental  health  services,  and  youth  services. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $5,201 ,379 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $964,151 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 

Single  Audit  Finding: 

Finding  09-1:  Contribution  Revenue  Not  Recorded  Correctly 

Condition:  Contribution  revenue  was  improperly  offset  by  deferred  revenue, 
causing  a  $20,000  understatement  in  revenues.  Contributions  with  donor-imposed 
restrictions  should  be  recorded  as  restricted  support. 

Recommendation:  The  Foundation  should  seek  guidance  in  the  proper  application 
of  accounting  principles  to  ensure  that  contribution  revenue  is  properly  recorded. 

Current  Status:  Management  concurs  with  the  recommendation  and  will  comply  by 
instituting  a  procedure  that  reviews  the  recording  of  all  transactions  for  accuracy, 
including  a  complete  review  of  donation/grantor  agreements  for  clarity  on  how  funds 
are  to  be  used  for  restricted  or  non-restricted  purposes. 
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BLACK  COALITION  ON  AIDS,  INC. 


Black  Coalition  on  AIDS,  Inc.  is  a  nonprofit  organization  that  provides  information  and 
education  regarding  the  growth  and  prevention  of  the  spread  of  AIDS  among  multicultural 
populations;  operates  housing  facilities  for  homeless  persons  who  are  HIV  positive;  provides 
training  to  community  workers  who  wish  to  specialize  in  AIDS  prevention;  and  advocates  for 
increase  services  and  funding  for  AIDS  related  causes. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $1,075,137 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $624,303 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 

Single  Audit  Findings:  None 
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CATHOLIC  CHARITIES  CYO  OF  THE  ARCHDIOCESE 
OF  SAN  FRANCISCO 


Catholic  Charities  CYO  of  the  Archdiocese  of  San  Francisco  (Catholic  Charities  CYO)  is  a 
nonprofit  human  services  and  community  development  organization.  The  organization  is 
dedicated  to  the  growth  and  development  of  children  and  families  in  a  safe  environment.  Its 
mission  is  to  alleviate  human  suffering  by  providing  direct  services  for  the  poor  and 
disenfranchised,  to  address  the  root  causes  of  poverty  and  injustice  by  assisting  people  to 
mobilize  their  own  resources  and  become  self-sufficient;  to  enhance  society's  awareness  of 
suffering  through  advocacy  for  changing  unjust  social  conditions. 

Guided  by  core  values  of  charity,  social  justice  and  respect  for  human  dignity,  the 
organization  reaches  out  to  children,  families,  and  individuals  in  San  Francisco,  San  Mateo, 
and  Marin  counties,  and  offers  over  30  programs  located  throughout  the  Archdiocese.  An 
important  dimension  of  the  programs  is  concerted  outreach  to  "at  risk"  youth,  families  and 
communities.  The  organization  views  its  employees  and  those  they  serve  as  strategic 
partners  in  these  efforts. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $5,350,513 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $486,870 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 
Single  Audit  Findings:  None 
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CHINATOWN  COMMUNITY  DEVELOPMENT  CENTER 


Chinatown  Community  Development  Center  (CCDC)  is  a  nonprofit  public  benefit 
organization  incorporated  in  California  in  1978.  CCDC  serves  the  Chinatown,  North  Beach, 
and  Tenderloin  areas  of  San  Francisco,  and  its  main  purpose  is  to  improve  the  quality  of 
housing  for  the  low  income,  elderly,  and  families  of  San  Francisco.  CCDC  receives  a 
substantial  amount  of  its  support  from  government  grants/loans  and  private  foundations.  A 
significant  reduction  in  the  level  of  this  support,  if  this  were  to  occur,  will  have  an  adverse 
effect  on  CCDC's  programs  and  activities. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $2,162,465 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $53,490 
Single  Audit  Reviewed:  Fiscal  year  ended  December  31,  2008 
Single  Audit  Findings:  None 
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COMMUNITY  AWARENESS  AND  TREATMENT 
SERVICES,  INC.  

Community  Awareness  and  Treatment  Services,  Inc.  (CATS)  was  incorporated  in  1983  as  a 
Nonprofit  Public  Benefit  Corporation.  CATS  receives  the  majority  of  its  funding  through 
grants  from  the  City  and  County  of  San  Francisco.  CATS  provides  the  following  prevention, 
education,  treatment  and  rehabilitation  programs  for  persons  affected  by  alcohol  and  other 
substances: 

Mobile  Assistance  Patrol 
A  Woman's  Place  (Howard  Street  Project) 
Golden  Gate  for  Seniors 
Redwood  Center 
Eddy  Street  Project 
Coronado  Hotel 

Homeless  Outreach  Team  (HOT) 
Medical  Respite  Program 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $8,083,461 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $820,571 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 

Single  Audit  Findings:  None 


i 
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COUNTY  OF  MARIN  AIDS  OFFICE 


The  HIV/AIDS  Services  program  performs  a  comprehensive  array  of  public  health  activities 
related  to  HIV  and  Hepatitis  C  disease  in  Marin  County.  These  activities  include  prevention 
efforts,  testing,  providing  necessary  drugs,  provision  of  medical,  social  and  mental  health 
services,  and  documenting  the  number  of  Marin  residents  diagnosed  with  AIDS.  The 
Specialty  clinic  offers  primary  medical  care  and  associated  services  to  HIV  positive 
individuals,  consultative  medical  services  for  individuals  with  Hepatitis  C,  and  the 
opportunity  to  participate  in  clinical  drug  trials.  The  HIV/AIDS  program  also  oversees  the 
delivery  of  HIV  and  Hepatitis  C  related  services  provided  by  other  agencies  in  the 
community. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $847,408 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $847,408 
Single  Audit  Reviewed:  June  30,  2008 
Single  Audit  Findings: 

Finding  08-FS-1:  Payroll  Accrual  Process:  Significant  Deficiency 

Condition:  Payroll  for  the  period  ended  June  28,  2008,  which  was  paid  on  July  3, 
2008,  was  posted  to  the  general  ledger  on  June  30,  2008  to  ensure  expenses  were 
included  in  the  correct  year.  However,  on  the  balance  sheet  side,  the  amount  that 
should  have  been  posted  to  payroll  liabilities  at  the  fund  level  was  credited  to  cash  at 
the  fund  level.  In  addition,  all  other  payroll  liabilities  (net  pay  for  checks,  tax 
withholding  liabilities,  payroll  tax  liabilities,  and  benefit  liabilities)  were  reclassified  out 
of  the  accounts  at  the  fund  level  and  into  a  payroll  liability  account  of  a  fiduciary  fund 
(FUND  80152).  The  net  audit  adjustment  to  credit  accrued  payroll  and  debit  cash  in 
the  primary  government  was  approximately  $7.9  million. 

Recommendation:  The  auditors  recommend  that  the  County  review  its  final  payroll 
for  the  fiscal  year  to  ensure  that  cash  is  not  adjusted  earlier  than  it  should  be  based 
on  the  check  issuance  dates.  If  cash  is  affected  due  to  earlier  transmission  of 
information  to  the  bank,  then  a  journal  entry  should  be  prepared  to  correct  overall 
cash  and  liabilities. 

Management  Response:  In  the  future,  the  County  will  record  an  adjustment,  by 
increasing  its  cash  and  liability  for  payroll,  to  reflect  the  payment  file  that  is  sent  to 
the  bank  but  not  yet  executed  by  year  end. 
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Finding  08-SA-1:  State  Department  of  Social  Services:  Special  Tests:  Significant 
Deficiency  and  Material  Noncompliance  in  Relation  to  a  Compliance  Supplement 
Audit  Objective 

Condition:  7  CFR  274.120)  requires  States  that  use  electronic  bank  transfers  (EBT) 
must  have  systems  in  place  to  reconcile  all  of  the  funds  entering  into,  exiting  from, 
and  remaining  in  the  system  each  day.  Further,  7  CFR  274.12  G)(1)  requires  that 
reconciliations  be  conducted  and  records  kept  documenting  the  various  reconciliation 
procedures.  The  auditors  inquired  about  daily  reconciliations  between  the  EBT 
system  and  the  County's  eligibility  system  and  found  that  the  daily  reconciliations 
were  not  being  done  and  that  the  County  was  not  aware  of  this  requirement. 

Recommendation:  The  County  should  perform  and  document  its  daily  EBT  Food 
Stamp  reconciliations.  The  County  might  consider  using  a  spreadsheet  which 
cumulatively  shows  the  reconciliations,  along  with  maintaining  the  backup  on 
reconciling  items  for  at  least  one  year. 

Corrective  Action  Plan:  Social  Service  Program  Manager  will  ensure  daily  EBT 
Food  Stamp  reconciliations  by  using  a  spreadsheet  which  cumulatively  shows  the 
reconciliations  and,  in  addition,  will  maintain  the  backup  on  reconciling  items. 

Social  Service  Program  Manager  will  randomly  review  10  cases  quarterly  to  ensure 
compliance  and  documentation  of  daily  reconciliations.  This  review  will  begin  in 
01/09  and  commence  for  a  2-year  period. 

Social  Service  Program  Manager  will  document  review  findings  and  actions  taken. 

Social  Service  Program  Manager  will  inform  Social  Service  Division  Director  and 
HHS  Chief  Fiscal  Officer  quarterly  of  review  results  and  actions  taken. 

Finding  08-SA-2:  State  Department  of  Social  Services  Eligibility/Special  Tests 
(IEVS):  Significant  Deficiency  and  Material  Noncompliance  in  Relation  to  a 
Compliance  Supplement  Audit  Objective 

Condition:  The  auditors  tested  twenty-nine  cases  in  the  County's  Income  Eligibility 
and  Verification  System  (IEVS)  database  and  found  that  two  cases  did  not  have 
current  IEVS  documents  for  all  active  individuals  on  the  cases  and  two  cases  had 
current  IEVS  but  they  had  not  been  signed  and  dated  by  the  Eligibility  Worker. 

Recommendation:  The  auditors  recommend  that  the  Department  review  this 
omission  to  request,  review,  and  compare  the  IEVS  to  information  in  the  case  record. 
They  also  recommend  that  the  Department  attempt  to  determine  why  the  current 
system  of  controls  failed  to  prevent  these  exceptions  and  that  the  Department 
establish  and  communicate  a  policy  designed  to  ensure  that  the  IEVS  information  is 
requested,  received,  and  reviewed  and  that  this  review  is  documented  in  each  case. 


Corrective  Action  Plan:  Social  Service  Program  Manager  will  complete  Quarterly 
Review  of  random  10  cases-  to  ensure  required  documentation  is  present  beginning 
01/09  and  commencing  for  a  2-year  period. 

Social  Service  Program  Manager  will  document  review  findings  and  actions  taken. 

Social  Service  Program  Manager  will  inform  Social  Service  Division  Director  and 
HHS  Chief  Fiscal  Officer  quarterly  of  review  results  and  actions  taken. 

Finding  08-SA-3:  State  Department  of  Health  Services  and  Alcohol  and  Drug  Abuse 
Programs:  Eligibility/Special  Tests  (IEVS):  Significant  Deficiency  and  Material 
Noncompliance  in  Relation  to  a  Compliance  Supplement  Audit  Objective 

Condition:  The  auditors  tested  twenty-nine  cases  in  the  County's  Income  Eligibility 
and  Verification  System  (IEVS)  database  and  found  that  five  cases  did  not  have 
current  IEVS  documents  for  all  active  individuals. 

Recommendation:  The  auditors  recommend  that  the  Department  review  this 
omission  to  request,  review,  and  compare  the  IEVS  to  information  in  the  case  record 
They  also  recommend  that  the  Department  attempt  to  determine  why  the  current 
system  of  controls  failed  to  prevent  these  exceptions  and  that  the  Department 
establish  and  communicate  a  policy  designed  to  ensure  that  the  IEVS  information  is 
requested,  received,  and  reviewed  and  that  this  review  is  documented  in  each  case. 

Corrective  Action  Plan:  Social  Service  Program  Manager  will  complete  Quarterly 
Review  of  random  10  cases-  to  ensure  required  documentation  is  present  beginning 
01/09  and  commencing  for  a  2-year  period. 

Social  Service  Program  Manager  will  document  review  findings  and  actions  taken. 

Social  Service  Program  Manager  will  inform  Social  Service  Division  Director  and 
HHS  Chief  Fiscal  Officer  quarterly  of  review  results  and  actions  taken. 


Prior  Year  Single  Audit  Findings: 

Finding  07-SA-1:  State  Department  of  Social  Services:  Special  Tests:  Significant 
Deficiency  and  Material  Noncompliance  in  Relation  to  a  Compliance  Supplement 
Audit  Objective 

Condition:  The  auditors  inquired  about  the  daily  reconciliations  between  the  EBT 
system  and  the  County's  eligibility  system  and  were  informed  that  the  daily 
reconciliations  were  not  being  done  and  that  the  County  was  not  aware  of  this 
requirement.  . 
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Recommendation:  The  County  should  perform  and  document  its  daily  EBT  Food 
Stamp  reconciliations.  The  County  might  consider  using  a  spreadsheet  which 
cumulatively  shows  the  reconciliations,  along  with  maintaining  the  backup  on 
reconciling  items  for  at  least  one  year. 

Current  Status:  Not  Implemented. 

Finding  07-SA-2:  U.S.  Department  of  Housing  and  Urban  Development:  Special 
Tests:  Housing  Quality  Standards:  Significant  Deficiency 

Condition:  The  auditors  determined  that  the  participating  jurisdiction  (County)  was 
not  verifying  the  information  submitted  by  the  owners  on  one  project. 

Recommendation:  The  auditors  recommend  that  the  County  develop  a  plan  with  a 
time  table  to  include  the  date(s)  that  they  will  set  aside  to  verify  the  information 
submitted  to  them  by  the  owners. 

Current  Status:  Implemented 

Finding  07-SA-3:  U.S.  Department  of  Transportation:  Reporting:  Material  Weakness 

Condition:  In  the  process  of  collecting  the  Department's  Schedule  of  Expenditures 
for  Federal  Awards  (SEFA)  regarding  the  Department's  federal  expenditures 
reported  by  program  for  the  fiscal  year,  the  auditors  observed  the  Department 
struggle  more  than  once  to  try  and  determine  to  which  program  their  federal 
expenditures  applied.  The  auditors  also  noted  significant  variances  between  the 
amounts  of  federal  expenditures  which  were  applied  to  each  program  throughout  the 
process  as  well.  The  auditors  requested  further  information  and  adjusted  the 
County's  SEFA  by  program  and  by  amount  of  federal  expenditures  as  necessary. 

Recommendation:  The  auditors  recommended  that  the  County  conduct  a  training 
session  with  Department  fiscal  staff  on  Department  SEFA  preparation,  and  that,  prior 
to  submitting  final  SEFA  data,  County  staff  review  the  information  to  determine 
whether  the  federal  expenditures  appear  to  be  properly  stated  by  program. 

Current  Status:  Implemented. 

Finding  07-SA-4:  State  Department  of  Social  Services:  Eligibility/Special  Tests 
(IEVS):  Material  Weakness  and  Material  Noncompliance  in  Relation  to  a  Major 
Program 

Condition:  The  auditors  tested  twenty-four  cases  in  the  County's  Eligibility  and 
Verification  System  (IEVS)  database  and  found  that  eight  cases  did  not  have  current 
IEVS  documents  for  all  active  individuals  on  the  cases. 


Recommendation:  The  auditors  recommend  that  the  Department  review  this 
omission  to  request,  review,  and  compare  the  IEVS  to  information  in  the  case  record. 
They  also  recommend  that  the  Department  attempt  to  determine  why  the  current 
system  of  controls  failed  to  prevent  these  exceptions  and  that  the  Department 
establish  and  communicate  a  policy  designed  to  ensure  that  the  I VS  information  is 
requested,  received,  and  reviewed  and  that  this  review  is  documented  in  each  case 

Current  Status:  Not  Implemented. 

Finding  07-SA-5:  State  Department  of  Health  Services  and  Alcohol  and  Drug  Abuse 
programs:  Eligibility/Special  Tests  (IEVS):  Significant  Deficiency  and  Material 
Noncompliance  in  Relation  to  a  Major  Program 

Condition:  The  auditors  tested  twenty-four  cases  in  the  County's  Income  Eligibility 
and  Verification  System  (IEVS)  database  and  found  that  six  cases  did  not  have 
current  IEVS  documents  for  all  active  individuals  on  the  cases  and  three  cases  had 
current  IEVS  but  they  had  not  been  signed  and  dated  by  the  Eligibility  Worker. 

Recommendation:  The  auditors  recommend  that  the  Department  review  this 
omission  to  request,  review,  and  compare  the  IEVS  to  information  in  the  case  record. 
They  also  recommend  that  the  Department  attempt  to  determine  why  the  current 
system  of  controls  failed  to  prevent  these  exceptions  and  that  the  Department 
establish  and  communicate  a  policy  designed  to  ensure  that  the  IVS  information  is 
requested,  received,  and  reviewed  and  that  this  review  is  documented  in  each  case 

Current  Status:  Not  Implemented. 
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FRIENDSHIP  HOUSE  ASSOCIATION  OF  AMERICAN 
INDIANS,  INC.  AND  AFFILIATE 


Friendship  House  Association  of  American  Indians,  Inc.  (Friendship  House)  is  a  nonprofit 
organization  incorporated  in  California  in  1971.  Its  mission  is  to  bring  healing  and  wellness 
to  the  American  Indian  community  by  providing  a  continuum  of  substance  abuse  prevention, 
treatment,  and  recovery  services  that  integrate  the  traditional  American  Indian  healing 
practices  and  state-of-the-art  substance  abuse  treatment  methodologies.  Friendship  House 
is  state  licensed,  certified,  and  nationally  accredited  by  the  Commission  on  Accreditation  of 
Rehabilitation  Facilities. 

The  Friendship  House  American  Indian  Healing  Center,  Inc.  (Friendship  Healing  Center)  is  a 
nonprofit  organization  incorporated  in  California  in  May  2003.  The  Friendship  Healing 
Center  is  sponsored  by  the  Friendship  House.  The  Friendship  Healing  Center  holds  title  to  a 
newly  constructed  residential  treatment  facility  at  56  Julian  Avenue  in  San  Francisco.  The 
construction  of  the  new  facility  was  completed  and  occupancy  started  in  April  2005.  The  new 
facility  is  an  80-bed  adult  men  and  women  residential  facility  and  it  also  houses  the 
administrative  office  of  the  Friendship  House.  The  Friendship  House  also  operates  an  11- 
bed  facility  for  women  and  their  children  in  Oakland. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $666,076 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $40,000 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 

Single  Audit  Findings:  None 
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HAIGHT  ASHBURY  FREE  CLINICS,  INC. 


As  the  first  free  clinic  of  its  kind  in  the  United  States,  Haight  Ashbury  Free  Clinics,  Inc. 
(Haight  Ashbury)  was  created  to  meet  the  critical  health  care  needs  of  the  thousands  of 
youth  who  flocked  to  San  Francisco's  Haight  Ashbury  district  during  the  "Summer  of  Love"  in 
1967.  Since  then,  changing  community  needs  and  the  demand  for  comprehensive  services 
has  led  to  Haight  Ashbury's  growth  into  one  of  San  Francisco's  largest  multi-service 
agencies.  Haight  Ashbury  receives  its  funding  from  private  contributions  and  from  County 
and  state  government  agencies,  with  certain  portions  of  its  funding  originating  from  the 
federal  government.  The  medical  clinic  is  now  one  of  four  health  programs  of  Haight 
Ashbury,  providing  medical  health,  mental  health,  and  substance  abuse  treatment  services. 
Haight  Ashbury  has  four  health  programs: 

•  Substance  Abuse  Treatment  Services 

•  Jail  Psychiatric  Services 

•  Medical  Clinics 

•  Rock  Medicine 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $8,617,157 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $902,581 
Single  Audit  Reviewed:  Fiscal  year  ended  December  31 ,  2008 
Single  Audit  Findings:  None 
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HORIZONS  UNLIMITED  OF  SAN  FRANCISCO,  INC 


Horizons  Unlimited  of  San  Francisco,  Inc.  (Horizons)  is  a  nonprofit  public  benefit  corporation 
organized  under  the  Nonprofit  Public  Benefit  Corporation  law  for  charitable  and  educational 
purposes.  The  specific  purpose  of  this  corporation  is  to  provide  services  to  youths  between 
the  ages  of  twelve  and  twenty-six  years.  The  services  provided  by  Horizons  are:  substance 
abuse  prevention,  substance  abuse  treatment,  and  employment  and  support  services. 
Horizons  receives  grants  primarily  from  the  City  and  County  of  San  Francisco,  Department 
of  Public  Health,  Community  Behavioral  Health  Services. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $1,423,313 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $881,837 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 

Single  Audit  Findings: 

Material  Weakness  in  Internal  Controls 

Condition:  The  auditor  noted  that  reconciliation  of  major  general  ledger  accounts 
were  not  being  performed  on  a  regular  basis.  Multiple  requests  were  made  for 
supporting  documents  before  they  were  provided  and  material  adjustments  needed 
to  be  made  to  the  general  accounts.  OMB  Circular  A-133,  "Audits  of  State,  Local 
Government,  and  Non-Profit  Organizations,"  indicates  that  there  must  be  control  over 
the  Agency's  assets. 

Recommendation:  The  organization's  bookkeeper  should  periodically  analyze  all 
significant  accounts,  which  would  materially  affect  management's  decision-making 
process,  and  provide  accurate  external  reports  to  the  City  and  County  of  San 
Francisco.  Also,  as  a  control  procedure,  a  cross  check  should  be  performed  by 
someone  other  than  the  accountant  who  prepares  the  reconciliations  or  supporting 
audit  schedule. 

Current  Status:  The  organization  responded  that  the  material  weakness  noted  is 
due  to  extenuating  circumstances.  On  May  28,  2008,  Horizons'  Finance  Manager 
passed  away  from  a  heart  attack.  The  person  that  supported  the  Finance  Manager 
resigned  effective  June  30,  2008,  and  moved  out  of  state.  A  CPA  was  hired  the  latter 
part  of  July  2008.  The  new  CPA  had  a  transition  period  that  included  familiarizing 
himself  with  the  system,  conducted  an  assessment,  and  recommended  that  the 
agency  upgrade  its  accounting  and  finance  software.  Consequently,  these 
circumstances  placed  Horizons  in  a  position  where  the  recordation  process,  to  keep 
its  accounting  and  finance  records  current,  was  delayed.  Horizons  acknowledge 
subject  finding  and  are  employing  measures  to  ensure  that  this  matter  is  addressed. 


31 


Page  intentionally  left  blank. 


JAPANESE  COMMUNITY  YOUTH  COUNCIL 


Japanese  Community  Youth  Council  (JCYC)  is  a  not-for-profit  public  benefit  corporation 
established  in  1970  to  support  the  needs  of  the  diverse,  multi-cultural  population  of  children, 
youth  and  families  throughout  San  Francisco  by  providing  a  comprehensive  continuum  of 
care;  empowering  young  people  to  realize  their  full  potential  as  self-sufficient,  responsible 
members  of  the  community;  providing  leadership  in  collaborative  efforts  to  foster  better 
relationships  and  communication  among  different  communities;  and  supporting  the  cultural, 
educational,  recreational,  and  vocational  needs  of  children  and  youth.  JCYC  operations 
include  several  programs  for  daycare,  recreation,  tutorial  and  job  placement,  as  well  as 
substance  abuse  prevention  programs.  JCYC  receives  approximately  90  percent  of  its 
annual  budget  from  governmental  sources. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $8,590,905 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $767,695 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 
Single  Audit  Findings:  None 
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LUTHERAN  SOCIAL  SERVICES  OF  NORTHERN 
CALIFORNIA  AND  SUBSIDIARY 


Lutheran  Social  Services  of  Northern  California  (the  organization)  is  a  California  nonprofit 
organization  headquartered  in  Concord,  California.  The  organization  serves  as  a  social 
service  agency  to  all  of  Northern  California  by  providing  professional  counseling  and 
promotion  of  welfare  work  to  all  persons  within  society.  The  organization's  principal  sources 
of  funding  are  contract  service  fees  from  governmental  agencies  and  contributions. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $1,883,313 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $638,262 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 

Single  Audit  Findings: 

Finding  08-01:  Financial  Reporting  Function 

Condition:  Management  was  not  aware  of  all  financial  statement  disclosures 
potentially  required  under  accounting  principles  generally  accepted  in  the  United 
States,  and  had  to  be  assisted  in  drafting  the  consolidated  financial  statements. 

Recommendation:  The  organization  should  invest  in  educating  its  finance 
employees  in  the  area  of  generally  accepted  accounting  principles,  with  an  emphasis 
on  principles  specific  to  nonprofit  organizations. 

Current  Status:  The  organization  agrees  with  the  finding  and  will  work  to  correct  it 
in  2009. 

Finding  08-02:  Monitoring  of  Control  Procedures 

Condition:  The  organization's  failure  to  document  the  internal  control  functions  of 
reviewing  and  approving  the  coding  of  expense  transactions  into  its  account  system, 
resulted  in  costs  being  incorrectly  submitted  for  reimbursement  under  government 
contracts. 

Recommendation:  The  organization  should  periodically  perform  internal 
evaluations  of  its  internal  controls  to  assess  whether  the  controls  put  in  place  are 
actually  being  performed. 

Current  Status:  Per  its  Financial  Policies  and  Procedures  manual,  the  organization 
does  not  require  a  finance  employee  to  review  and  approve  every  disbursement. 
Lack  of  supervisory  staff  during  most  of  fiscal  year  2008  resulted  in  invoices  being 
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submitted  without  proper  review  of  coding  and  related  line  expenses.  As  of 
September  2008,  the  organization  has  had  a  complete  accounting  department  with 
enough  employees  to  follow  established  internal  controls  regarding  approvals, 
coding,  and  review  of  invoices  and  associated  expenses 

Finding  08-03:  Information  and  Communication 

Condition:  The  organization's  employees  do  not  have  an  effective  procedure  for 
communicating  the  requirements  of  Office  of  Management  and  Budget's  Circular  A- 
122  (OMB  A-122),  which  details  allowed  and  disallowed  accounting  treatments  for 
costs  expended  under  Federal  Awards.  Lack  of  understanding  of  the  requirements  of 
OMB  A-122,  coupled  with  additional  deficiencies  in  control,  as  noted  above,  led  to 
costs  being  improperly  reimbursed  to  the  organization. 

Recommendation:  The  organization  should  put  in  place  an  effective  method  of 
communicating  the  accounting  requirements  of  OMB  A-122  to  all  employees  who 
have  a  part  in  the  gathering  and  reporting  of  financial  transactions  related  to  Federal 
Awards. 

Current  Status:  The  staff  and  general  ledger  accountant  attended  the  HUD  training 
clinics  for  fund  and  cost  accounting  in  July  of  2008.  The  organization  is  committed  to 
continuing  to  educate  its  accounting  staff  on  the  requirements  of  A-122.  The 
programming  staff  has  regular  monthly  meetings,  thirty  minutes  of  which  are  devoted 
to  reviewing  financial  requirements  of  contracts.  Questions  and  techniques  are 
shared  as  to  the  rules  surrounding  the  A-122  and  the  documentation  requirements 
regarding  expenditures  made  on  behalf  of  clients.  The  CFAO  and  Deputy  Directors 
will  develop  budgets  together  for  existing  contracts  to  ensure  the  requirements  of  A- 
122  Federal  awards  are  taken  into  account  when  negotiating  new  contracts. 

Finding  08-04:  Review  and  Approval  of  Payroll  Allocations 

Condition:  The  organization  uses  standard  payroll  allocations  to  charge  various 
contracts  with  labor  and  benefits.  The  allocation  percentages  are  documented  in  the 
employees'  personnel  files.  Employees  fill  out  regular  timesheets  that  allow  for  the 
employee  to  change  their  allocation  to  match  their  actual  performance  for  the  pay 
period.  The  organization  did  not  compare  the  timesheet  allocations  to  the  allocations 
used  by  its  payroll  service.  The  payroll  allocations  used  by  the  payroll  service  are 
used  to  code  expenses  to  contract  specific  accounts. 

Recommendation:  The  organization  should  reconcile  timesheets  to  the  related 
payroll  reports  to  insure  that  variances  from  the  standard  allocations  are  captured 
and  properly  reported. 

Current  Status:  As  of  July  1 ,  2008,  all  employees'  status  forms  which  reflect  current 
program  allocations  were  reviewed  and  corrected.  New  timesheet  procedures  and 
timekeeping  guidelines  were  also  instituted  at  that  time.  Office  Managers  at  the 


organization's  three  offices  are  responsible  for  reviewing  all  timesheets  for  accuracy 
at  the  end  of  each  time  period,  and  resolving  any  discrepancies  regarding  allocations 
and  timesheets.  Employees  have  been  trained  on  the  new  procedure  and  have 
signed  an  acknowledgement  of  the  requirements. 

Finding  08-05:  CFDA  14.235:  Supportive  Housing  Program  (SHP)  -  Passed 
Through:  Sacramento  County  Department  of  Human  Assistance:  Allocation 
Methodology 

Condition:  The  auditors  encountered  several  instances  where  expenses  were 
allocated  to  contracts  based  upon  available  dollars  in  budgets,  and  not  in 
accordance  with  OMB  Circular  A-122.  There  was  no  rational  basis  for  the  allocation. 
Adequate  documentation  is  required  by  OMB  Circular  A-122,  Attachment  A,  Section 
D.  Generally,  this  finding  did  not  result  in  significant  misallocation  due  to  the  budgets 
approximating  actual  costs  to  run  the  program. 

Recommendation:  The  organization  should  establish  methods  to  allocate  costs  to 
contracts  that  are  rational  and  based  on  actual  costs  incurred. 

Current  Status:  Many  of  the  contracts  negotiated  with  Sacramento  County  contain 
direct  line  items  for  expenses  which  could  be  classified  as  indirect;  all  line  items  are 
HUD  allowable  costs.  As  Sacramento  County  does  not  allow  any  indirect  expenses 
to  be  categorized  in  the  contract  negotiations,  prior  management  negotiated  specific 
dollar  amounts  in  direct  line  items  to  cover  indirect  expenses,  all  allocations 
considered  FTE  and  number  of  clients  served  when  determining  specific  dollar 
amounts  assigned.  Budgets  were  developed  with  fixed  dollar  amounts  (such  as 
insurance)  which  were  subsequently  billed  at  1/12  on  each  invoice.  This  negotiation 
and  approval  was  sanctioned  by  the  HUD  SHP  administrative  unit  that  supervises 
these  contracts. 

Finding  08-06:  CFDA  14.235:  Supportive  Housing  Program  -  Passed  Through: 
Sacramento  County  Department  of  Human  Assistance:  Disallowed  Cost 

Condition:  The  auditors  documented  instances  where  costs  were  applied  for 
reimbursement  under  a  government  contract  where  the  disbursement  was  actually 
for  internal  use,  and  was  not  related  to  the  program  billed.  The  disbursement  did  not 
include  evidence  of  review  and  approval  of  the  account  coding  as  required  by  the 
organization's  internal  controls.  The  disbursement  was  to  a  furniture  company  often 
used  to  procure  furniture  for  client  assistance,  resulting  in  the  miscoding.  Direct  costs 
can  only  be  charged  to  contracts  if  they  can  be  identified  specifically  with  a  particular 
final  cost  objective  as  required  by  OMB  Circular  A-122,  Attachment  A,  Section  B. 

Recommendation:  Same  as  the  recommendations  under  Findings  08-2  and  08-3, 
above. 
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Current  Status:  During  fiscal  year  2008,  several  contracts  ended  mid-year.  In  an 
effort  to  adequately  share  costs  that  were  necessary  to  the  overall  operation  of  the 
organization,  costs  that  would  normally  be  allocated  at  year  end  were  assigned  to 
the  ending  contract. 

Finding  08-07:  CFDA  14.235:  Supportive  Housing  Program  -  Passed  Through: 
Sacramento  County  Department  of  Human  Assistance:  Period  of  Cost 

Condition:  The  auditors  found  that  the  organization  received  reimbursement  for  an 
expense  for  which  the  organization  had  received  benefit  beyond  the  period  covered 
by  the  contract.  The  amount  was  an  indirect  cost  that  was  not  for  the  exclusive 
benefit  of  the  contract  period  in  question.  The  period  of  expense  was  not  consistent 
with  accounting  principles  generally  accepted  in  the  United  States,  as  required  by 
OMB  Circular  A-1 22,  Section  A,  Subsection  2e. 

Recommendation:  Same  as  the  recommendations  under  Findings  08-2  and  08-3, 
above. 

Current  Status:  During  fiscal  year  2008,  several  contracts  ended  mid-year.  In  an 
effort  to  adequately  share  costs  that  were  necessary  to  the  overall  operation  of  the 
organization,  costs  that  would  normally  be  allocated  at  year  end  were  assigned  to 
the  ending  contract. 

Finding  08-08:  CFDA  14.235  Supportive  Housing  Program  -  Passed  Through 
Sacramento  County  Department  of  Human  Assistance:  Allocation  of  Payroll 

Condition:  The  auditors  documented  several  instances  where  employee  time  was 
allocated  to  Federal  Award  contracts  according  to  a  standard  allocation  documented 
in  their  personnel  file  instead  of  using  the  timesheet  allocations  that  the  employee 
and  their  supervisor  approved  as  accurate  for  that  pay  period.  The  organization  was 
in  the  process  of  upgrading  its  internal  processes  for  tracking  time,  and  was  not 
finished  by  the  fiscal  year  end.  Direct  costs  can  only  be  charged  to  contracts  if  they 
can  be  identified  specifically  with  a  particular  final  cost  objective  as  required  by  OMB 
Circular  A-1 22,  Attachment  A,  Section  B. 

Recommendation:  Same  as  the  recommendations  under  Finding  08-4,  above. 

Current  Status:  As  of  July  1 ,  2008,  all  employees'  status  forms  which  reflect  current 
program  allocations  were  reviewed  and  corrected.  New  timesheet  procedures  and 
timekeeping  guidelines  were  also  instituted  at  that  time.  Office  Managers  at  the 
organization's  three  offices  are  responsible  for  reviewing  all  timesheets  for  accuracy  at 
the  end  of  each  time  period,  and  resolving  any  discrepancies  regarding  allocations  and 
timesheets.  Employees  have  been  trained  on  the  new  procedure  and  have  signed  an 
acknowledgement  of  the  requirements. 


Prior  Year  Single  Audit  Finding: 


Prior  year's  financial  statement  finding,  07-01,  has  been  repeated  in  current  year  finding 
08-01 .  Prior  year's  Federal  Awards  Finding  07-02  is  considered  resolved. 
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MAITRI  AIDS  HOSPICE 


Maitri  was  founded  in  1987  as  a  residential  hospice  for  people  with  AIDS.  A  state-licensed 
15-bed  residence  for  low-income  people  with  AIDS,  Maitri  provides  a  high  level  of  medical 
supervision  and  support  for  people  who  are  seriously  ill/disabled.  In  collaboration  with  home 
health  agencies  and  hospice  organizations,  Maitri  provides  skilled  nursing  and  end-of-life 
care.  Exempt  from  income  taxes  by  IRS  Code  Section  501(c)(3),  Maitri  is  governed  by  a  10- 
member  Board  of  Directors.  Maitri  receives  the  majority  of  its  funding  from  the  federal 
government.  Revenue  is  also  received  through  foundation  and  corporate  grants,  donations 
from  the  general  public,  program  service  fees,  and  special  events.  In  addition,  Maitri 
receives  rent  from  leasing  a  portion  of  its  building  to  another  nonprofit  organization  operating 
a  thrift  store. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $1 ,461 ,379 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $1,443,148 
Single  Audit  Reviewed:  No  Single  Audit  Report  submitted 
Single  Audit  Findings:  Unknown 
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MISSION  AREA  HEALTH  ASSOCIATES,  INC 


Mission  Area  Health  Associates,  Inc.  (Mission  Area  Health)  is  a  California  nonprofit 
corporation,  doing  business  as  Mission  Neighborhood  Health  Center  (Health  Center).  Its 
objective  is  to  provide  primary  care  and  support  services  for  medically  underserved 
residents  of  the  Mission  District  and  surrounding  neighborhoods.  In  October  1987,  Mission 
Area  Health  became  a  direct  grantee  of  the  Department  of  Health  and  Human  Services. 
Mission  Area  Health  is  also  a  recipient  of  various  program  grants  from  the  State  of  California 
and  the  City  and  County  of  San  Francisco,  and  it  generates  revenue  from  patients  and  third- 
party  payers  (Medi-Cal,  Medicare,  private  insurance  companies,  Family  Pact,  Healthy 
Family,  etc). 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $3,237,631 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $1,268,942 
Single  Audit  Reviewed:  Fiscal  year  ended  December  31,  2008 
Single  Audit  Findings:  None 
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NEW  LEAF:  SERVICES  FOR  OUR  COMMUNITY 


New  Leaf:  Services  For  Our  Community  (New  Leaf)  is  a  nonprofit  corporation  incorporated 
in  California  on  October  15,  1995.  New  Leaf  is  a  result  of  a  merger  between  18th  Street 
Services  and  Operation  Concern,  both  of  which  have  existed  for  over  25  years.  It  is  a  multi- 
service outpatient  treatment  center  serving  members  of  the  lesbian,  gay,  bisexual,  and 
transgender  communities  of  San  Francisco.  New  Leaf  provides  services  to  over  1 ,500 
individuals  per  year  in  the  areas  of  mental  health,  substance  abuse,  HIV/AIDS,  and  senior 
social  services.  Services  include  individual,  couples,  group,  and  family  therapies;  psychiatric 
medication  monitoring;  and  social,  recreational,  and  case  management  services  to  seniors. 
New  Leaf  has  the  following  treatment  and  information  programs: 


•  Substance  Abuse  Services 

•  Mental  Health  Services 

•  HIV/AIDS  Services 

•  New  Leaf  Outreach  to  Elders. 


Total  Amount  Received  From  the  City  in  FY  2008-09:  $2,356,195 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $789,947 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 


Single  Audit  Findings:  None 
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PROJECT  OPEN  HAND 


Project  Open  Hand  (POH)  was  established  in  October  1985  and  incorporated  November 
1986  as  a  nonprofit  public  benefit  corporation.  POH  provides  home-delivered  meals, 
groceries  and  nutrition  education  to  people  living  with  HIV/AIDS,  congregate  lunches,  home- 
delivered  meals  and  nutrition  education  to  seniors;  home-delivered  meals  and  groceries  to 
homebound  and  critically  ill  people. 

POH's  services  are  conducted  in  San  Francisco  and  Alameda  counties  and  receive  partial 
support  from  Federal  Ryan  White  Act  funds  through  the  San  Francisco  and  Alameda  County 
public  health  departments.  The  senior  program  is  funded  through  San  Francisco's  Office  on 
the  Aging,  Alameda's  Area  Agency  on  Aging,  senior  contributions  and  donor  contributions. 
POH  is  also  funded  through  grants  and  donations  from  individuals,  foundations  and 
corporations. 

During  the  year  ended  June  30,  2009,  POH  served  755,012  meals  and  provided  76,404 
grocery  bags  to  its  clients. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $2,531,500 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $1,259,607 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 
Single  Audit  Findings:  None 
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PUBLIC  HEALTH  FOUNDATION  ENTERPRISES,  INC. 
dba  PHFE  MANAGEMENT  SOLUTIONS 


Public  Health  Foundation  Enterprises,  Inc.  (dba  PHFE  Management  Solutions)  (PHFE)  is  a 
California  Non-Profit  Corporation  established  on  August  6,  1968.  PHFE's  purposes  are: 
through  research  and  demonstration  to  add  to  public  health  knowledge  about  the  cause, 
prevention,  cure  of  diseases,  condition  or  states  detrimental  to  the  health  of  the  public 
including,  but  not  limited  to,  basic  environmental,  epidemiological,  clinical  and  administrative 
study,  demonstration  and  research,  all  for  the  public  welfare. 

Substantially  all  of  PHFE's  revenue  is  received  from  annually  renewable  governmental 
service  contracts  and  private  grantors  and  foundations  located  in  California. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $2,433,901 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $1,741,834 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 

Single  Audit  Findings:  None 
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SAN  FRANCISCO  STUDY  CENTER 


San  Francisco  Study  Center  is  a  nonprofit  organization  dedicated  to  educational  and 
technical  assistance  for  community  groups.  The  Center  services  other  nonprofit  groups  with 
complete  editorial  and  graphic  arts  programs,  marketing  and  public  relations  plans.  The 
center  also  provides  fiscal  management  or  acts  as  fiscal  sponsor  for  various  charitable 
programs  by  providing  capacity  building,  accounting  and  administrative  supervision. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $3,979,581 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $617,001 

Single  Audit  Reviewed:  Fiscal  year  ended  December  31,  2008 


Single  Audit  Findings:  None 
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SHANTI 


Shanti's  programs  specialize  in  providing  services  to  low-income  men  and  women  in  San 
Francisco  who  are  medically  underserved,  lack  proper  insurance  or  housing,  and  have 
mental  illness  or  chemical  dependencies.  Founded  in  1974,  Shanti  is  dedicated  to  closing 
the  gap  between  those  who  receive  comprehensive  health  care,  and  those  who  do  not. 
Shanti  fulfills  its  mission  to  provide  services  to  approximately  2,791  individuals  with 
HIV/AIDS  and  breast  cancer  by  facilitating  access  to  primary  care-medical  services, 
encouraging  participation  in  treatment  regimens,  assisting  with  treatment  adherence,  and 
enhancing  quality  of  life  by  providing  individuals  with  the  knowledge,  tools,  and  resources 
they  need  to  live  longer,  healthier,  and  happier  lives. 

Shanti  advances  its  vision  of  health  enhancement  by  providing  counseling,  referrals, 
training,  education,  volunteers,  practical  assistance,  and  emotional  support.  Shanti  also 
provides  services  and  training  to  a  diverse  group  of  individuals  and  organizations  through  its 
four  divisions: 

•  HIV/AIDS  Services 

•  LifeLines 

•  The  L.I.F.E.  Program 

•  Support  to  the  HIV  Planning  Council/Community  Service 
Total  Amount  Received  From  the  City  in  FY  2008-09:  $1,445,053 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $1,149,898 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 

Single  Audit  Findings: 

Finding  08-1:  Significant  deficiency  and  noncompliance:  HIV  Emergency  Relief 
Project  Grants:  CFDA#:  93.914 

Condition:  An  estimated  amount  for  the  Executive  Director's  position  was  used  and 
charged  to  the  federal  program.  A  standard  rate  is  used  for  an  exempt  position  who 
works  more  than  2,080  hours  a  year.  The  audit  finding  is  an  isolated  instance 
exclusively  for  the  Executive  Director  position.  According  to  Circular  A-122,  cost  is 
allocable  if  it  benefits  both  the  award  and  other  work  and  it  should  be  distributed  in 
reasonable  proportion  to  the  benefits  received.  Reports  requiring  the  distribution  of 
activity  of  each  individual  must  be  maintained  for  all  staff  whose  compensation  is 
charged,  in  whole  or  in  part,  directly  to  awards. 

Recommendation:  The  Executive  Director's  salary  should  be  proportionally 
allocated  based  on  actual  time  on  the  federal  program  to  total  actual  time  spent. 
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Current  Status:  A  new  allocation  method  for  an  Executive  position  will  be  adopted. 
The  cost  will  be  proportionally  allocated  based  on  the  actual  time  on  the  deferral 
program  to  the  total  actual  time  spent. 

Finding  08-2:  Significant  deficiency  and  noncompliance:  HIV  Emergency  Relief 
Project  Grants:  CFDA#:  93.914 

Condition:  Some  employee  timesheets  were  missing  employee's  signature  or 
approval  signature. 

Recommendation:  Employee's  timesheet  should  be  signed  by  employee  and 
approved  by  supervisor. 

Current  Status:  Timesheet  is  now  carefully  reviewed  and  approved  by  supervisor 
and  accounting  department  for  completion. 

Finding  08-3:  Significant  deficiency  and  noncompliance:  Positive  Life:  CFDA#: 
93.940 

Condition:  Staff  time  reports  do  not  accurately  reflect  hours  worked  by  program. 
Direct  costs  billed  to  programs  must  represent  actual  costs  not  projected  or  budgeted 
amounts. 

Recommendation:  Employees  should  allocate  the  program  hours  actually  spent  on 
timesheets. 

Current  Status:  Employees  have  been  advised  that  time  reports,  which  accurately 
report  time  spent  by  program,  must  be  prepared. 


Prior  Year  Single  Audit  Findings:  Prior  year's  financial  statement  finding,  07-01 ,  has  been 
repeated  in  current  year  finding  08-01 .  Corrective  Action  has  been  taken  on  prior  year 
financial  statement  finding  07-02. 
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TENDERLOIN  HEALTH 


Tenderloin  Health  is  a  nonprofit  service  and  referral  agency  organized  to  meet  the  needs  of 
the  diverse  and  often  ignored  residents  of  San  Francisco's  Tenderloin  neighborhood. 
Tenderloin  Health  was  created  with  the  completion  of  the  merger  of  Continuum  HIV  Day 
Services  and  Tenderloin  AIDS  Resource  Center  in  fiscal  year  20  072.  The  mission  of 
Tenderloin  Health  is  to  lessen  the  incidence  of  HIV  infection,  disease  progression  and 
homelessness  through  education,  prevention,  care,  advocacy  and  referral. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $3,870,882 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $1,336,520 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 

Single  Audit  Findings: 

Finding  08-1:  Reporting:  Tenderloin  Area  Center  of  Excellence  in  HIV/AIDS: 
CFDA#:  93.914 

Condition:  Tenderloin  Health  was  not  recording  grant-related  expenditures  on  a 
timely  basis. 

Recommendation:  Record  expenditures  in  the  proper  month  for  cost 
reimbursement. 

Current  Status:  Tenderloin  Health  will  record  expenditures  on  a  timely  basis  for 
reimbursement  submission. 

Finding  08-2:  Allowable  costs/cost  principles:  Tenderloin  Area  Center  of  Excellence 
in  HIV/AIDS:  CFDA#:  93.914 

Condition:  Tenderloin  Health  allocation  of  salary  percentage  higher  than  allowed 
by  budget. 

Questioned  Cost:  $23,491 

Recommendation:  Payroll  allocation  for  employees  should  match  with  approved 
budget  amounts. 


2  The  date  of  this  merger  changes  (ranging  from  2006  to  2008)  in  different  documents.  CSA  did  not  confirm 
which  is  accurate.  Tenderloin  Health's  single  audit  report  for  last  fiscal  year  stated  2007  as  the  date  of  the 
merger. 
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Current  Status:  Tenderloin  Health  will  properly  allocate  payroll  with  approved 
amounts. 

Finding  08-3:  Allowable  costs/cost  principles:  Rvan  White  Title  III  Outpatient  EIS 
Program.  CFDA#:  93.918 

Condition:  Tenderloin  Health  allocated  salary  percentage  higher  than  allowed  by 
budget. 

i 

Questioned  Cost:  $19,177  , 

Recommendation:  Payroll  allocation  for  employees  should  match  wjth  approved 
budget  amounts. 

Current  Status:  Tenderloin  Health  will  properly  allocate  payroll  with  approved 
amounts. 

Finding  08-4:  Allowable  Costs/Cost  Principles:  Housing  Opportunities  for  Persons 
with  AIDS:  CFDA#:  14.241 

Condition:  Tenderloin  Health  allocation  of  salary  expenditures  is  higher  than 
allowed  by  budget. 

Questioned  Cost:  $1 ,235 

Recommendation:  Payroll  allocation  for  employees  should  match  with  approved 
budget  amounts. 

Current  Status:  Tenderloin  Health  will  properly  allocate  payroll  with  approved 
amounts. 

Finding  08-5:  Actual  cost/cost  submitted  for  reimbursement:  Tenderloin  Area  Center 
of  Excellence  in  HIV/AIDS.  CFDA#:  93.914 

Condition:  Tenderloin  Health  actual  salary  paid  was  lower  than  amount  submitted 
for  reimbursement. 

Questioned  Cost:  $14,529 

Recommendation:  Actual  payroll  amount  to  employees  should  match  with 
amounts  submitted  for  reimbursement.  i 

Current  Status:  Tenderloin  Health  will  properly  allocate  payroll  with  approved 
amounts.  I 


Finding  08-6:  Actual  cost/cost  submitted  for  reimbursement:  Special  Projects  of 
National  Significance  HIV  Oral  Health.  CFDA#:  93.928 

Condition:  Tenderloin  Health  actual  salary  paid  was  lower  than  amount  submitted 
for  reimbursement. 

Questioned  Cost:  $3,076 

Recommendation:  Actual  payroll  amount  to  employees  should  agree  with 
amounts  submitted  for  reimbursement. 

Current  Status:  Tenderloin  Health  will  properly  allocate  payroll  with  approved 
amounts. 

Finding  08-7:  Actual  cost/cost  principles:  Ryan  White  Title  III  Outpatient  EIS 
Program.  CFDA#:  93.918 

Condition:  Tenderloin  Health  did  not  pay  subcontractor  when  services  were 
performed. 

Recommendation:  Payment  to  subcontractors  need  to  be  paid  timely  when  funds 
are  received. 

Current  Status:  Management  will  work  on  a  repayment  schedule  with 
subcontractor. 


Prior  Year  Single  Audit  Findings: 

Finding  07-1:  Allowable  Costs/Cost  Principle:  Supportive  Housing  for  Chronically 
Homeless  Persons  Exiting  Criminal  Justice  Institutions.  CFDA#:  16.580 

Condition:  Tenderloin  Health  allocated  a  higher  salary  percentage  than  allowed  by 
budget  in  the  Supporting  Housing  for  Chronically  Homeless  Persons  Existing 
Criminal  Justice  Institutions  program. 

Recommendation:  Payroll  allocation  for  employees  should  match  with  approved 
budget  amounts. 

Current  Status:  Management  states  that  it  is  supportive  of  correcting  this 
oversight  and  indicates  that  Tenderloin  Health  will  properly  allocate  payroll  with 
approved  amounts. 
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Finding  07-2:  Allowable  Costs/Cost  Principles:  Supporting  Housing  for  Chronically 
Homeless  Persons  Exiting  Criminal  Justice  Institutions.  CFDA#:  16.580 

Condition:  Tenderloin  Health  charged  salaries  and  wages  based  on  budget  for  3 
employees  for  the  first  3  months  of  the  grant  period  in  the  Supporting  Housing  for 
Chronically  Homeless  Persons  Existing  Criminal  Justice  Institutions  program. 

Recommendation:  Salaries  and  wages  should  be  charged  based  on  actual 
services  performed. 

Current  Status:  Allocations  are  now  based  on  approved  budgets  and  charges  to 
grants  are  based  on  actual  services  performed. 

Finding  07-3:  Reporting:  Tenderloin  Area  Center  of  Excellence  in  HIV/AIDS. 
CFDA#:  93.914 

Condition:  Tenderloin  Health  was  not  recording  grant-related  expenditures  on  a 
timely  basis  for  the  Tenderloin  Area  Center  of  Excellence  in  HIV/AIDS  (TACoe) 
program. 

Recommendation:  Record  expenditures  in  the  proper  month  for  cost 
reimbursement. 

Current  Status:  The  finding  has  been  corrected  with  the  newly  established 
processes.  Expenditures  are  being  recorded  in  the  month  services  are  provided  and 
reporting  to  grantors  is  being  done  in  a  timely  manner. 

Finding  07-4:  Allowable  Costs/Cost  Principles:  Ryan  White  Title  III  Outpatient  EIS 
Program.  CFDA#:  93.918 

Condition:  Tenderloin  Health  allocated  a  higher  contract  expense  percentage  to  the 
grant  than  the  agreed  upon  budgeted  amount  for  the  Ryan  White  Title  III  Outpatient  EIS 
program. 

Recommendation:  Contract  expense  allocation  should  match  with  approved  budget. 

Current  Status:  If  expenditures  are  anticipated  to  be  higher  than  contract,  approval  will 
be  received  before  action  taken. 

Finding  07-5:  Housing  Opportunities  for  Persons  with  AIDS  Program.  CFDA#:  14.241 

Condition:  U.S.  Department  of  Housing  and  Urban  Development  issued  an  audit 
report  dated  July  13,  2007  listing  significant  deficiencies  in  Tenderloin  Health's 
accounting  for  calculation  of  rents,  financial  management,  and  annual  performance 
reporting. 

Recommendation:  Not  indicated 
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Current  Status:  The  new  systems  in  place  require  direct  charges  to  specific 
contracts  based  on  either  FTE's  or  square  footage,  e.g.  any  charges  for  indirect 
costs  are  listed  as  such  in  the  grant  proposal  and  will  be  reported  for 
reimbursement  accordingly. 

Finding  07-6:  Minority  SA/HIV/Hep  Strategic  Prevention  Framework,  CFDA#: 
93.243 

Condition:  Department  of  Health  and  Human  Services  -  Substance  Abuse  and 
Mental  Health  Services  Administration  issued  an  audit  report  dated  June  5,  2007, 
listing  significant  deficiencies  in  Tenderloin  Health's  accounting  for  financial 
management,  cash  management,  and  allowable  costs/cost  principles. 

Recommendation:  Not  indicated 

Current  Status:  The  new  systems  in  place  require  direct  charges  to  specific 
contracts  based  on  either  FTE's  or  square  footage,  e.g.  any  charges  for  indirect 
costs  are  listed  as  such  in  the  grant  proposal  and  will  be  reported  for  reimbursement 
accordingly. 

Finding  07-7:  Major  Programs  Tested 

Condition:  Certain  charges  for  reimbursement  were  based  on  budgeted  amounts 
during  the  year  and  certain  expenses  were  allocated  at  a  higher  percentage  than 
estimated  in  original  budgets  sent  to  grantor  agencies.  However,  total  expenditures 
for  the  entire  program  year  appeared  reasonable  and  appeared  supported  by  actual 
services  provided  for  the  major  programs  tested. 

Recommendation:  Not  indicated 

Current  Status:  The  new  systems  in  place  require  direct  charges  to  specific 
contracts  based  on  either  FTE's  or  square  footage,  e.g.  Any  charges  for  indirect 
costs  are  listed  as  such  in  the  grant  proposal  and  will  be  reported  for  reimbursement 
accordingly. 
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THE  GLIDE  FOUNDATION 


The  Board  of  Trustees  of  The  Glide  Foundation  (the  Foundation)  is  a  benevolent  and 
religious  organization  incorporated  in  1929  under  the  laws  of  the  State  of  California  to 
promote  religion,  charity  and  education  throughout  the  world,  in  accordance  with  the 
doctrines  accepted  and  adopted  by  The  Methodist  Episcopal  Church,  South,  which 
organization  has  been  succeeded  by  The  United  Methodist  Church.  Certain  assets  of  the 
Foundation  are  held  in  general  trust  for  The  United  Methodist  Church. 

As  part  of  its  mission,  the  Foundation  provides  the  following  services  to  the  poor  and 
homeless  in  the  Tenderloin  and  other  poor,  high-risk  communities  in  San  Francisco  and  the 
Bay  Area.  In  addition  to  the  church,  human  services,  education  and  family  programs  are 
provided.  These  include: 

•  Free  Meals  Program 

•  Walk-In  Center 

•  Women's  Center 

•  Health  Services 

•  Janice  Mirikitani  Family  Youth  and  Childcare  Center 

•  Training  and  Employment  Services 

•  Global  Ministries 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $2,296,074 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $24,301 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 


Single  Audit  Findings:  None 
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THE  SAN  FRANCISCO  AIDS  FOUNDATION 


The  San  Francisco  ADIS  Foundation  (the  Foundation),  a  nonprofit  entity,  provides 
leadership  to  prevent  new  HIV  infections.  Linking  community  experience  with  science,  the 
Foundation  develops  prevention  programs  and  policy  initiatives  to  promote  health  and 
create  sustainable  progress  against  HIV.  Established  in  1982,  the  Foundation  refuses  to 
accept  that  HIV  transmission  is  inevitable.  The  Foundation  operates  according  to  a  strategic 
plan,  orienting  efforts  around  three  objectives: 

•  New  HIV  infections  in  San  Francisco  will  be  reduced  by  50  percent  by  2015. 

•  Everyone  in  San  Francisco  aged  13  to  64  will  know  his  or  her  current  HIV  status  by 
2015. 

•  All  HIV-positive  people  in  San  Francisco  will  receive  appropriate  primary  medical  care. 

Progress  toward  these  goals  is  conducted  in  association  with  partners  in  local  government, 
clinical  and  research  scientists,  community  organizations  and  people  living  with  HIV  and 
AIDS,  and  through  the  Foundation's  comprehensive  array  of  client  programs,  public  policy 
advocacy,  public  information  and  education  programs.  These  include: 

•  Client  Services  Department 

•  BETA,  the  Bulletin  of  Experimental  Treatments  for  AIDS 

•  Housing  Services 

•  Public  Policy  and  Advocacy 

•  Black  Brother  Esteem 

•  California  HIV/AIDS  and  STD  Hotline 

•  El  Grupo 

•  Magnet 

•  The  Stonewall  Project 

•  Syringe  Exchange 

•  Global  Treatment  Access 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $7,320,751 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $702,073 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 
Single  Audit  Findings:  None 
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THE  SAN  FRANCISCO  PARTICULAR  COUNCIL  OF 
THE  SOCIETY  OF  ST.  VINCENT  DE  PAUL 


The  San  Francisco  Particular  Council  of  the  Society  of  St.  Vincent  de  Paul  (the  Society)  was 
established  in  San  Francisco  in  1860  and  for  over  145  years,  need  has  been  the  only 
requirement  to  receive  help.  The  purpose  of  the  Society  is  to  help  the  neediest  members  of 
the  community  to  become  as  self-sufficient  as  possible.  Through  its  services,  the  Society 
helps  over  1,000  people  in  San  Francisco  every  day,  those  who  are  suffering  from  poverty, 
homelessness,  substance  abuse  and  domestic  violence. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $1,765,045 

Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $521,706 

Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 

Single  Audit  Findings: 

Finding  08-1:  Financial  Results  of  the  Operation 

Condition:  The  auditors  identified  more  than  30  audit  adjustments  that  were 
necessary  to  properly  reflect  the  results  of  operations.  They  also  encountered  delays 
in  the  receipt  of  information  required  to  complete  the  single  audit,  which  may  indicate 
that  certain  account  reconciliations  and  analysis  necessary  for  accurate  finance 
reporting  were  not  in  place  during  the  year.  Additionally,  the  auditors'  review  of  the 
Society's  board  minutes  did  not  provide  any  indication  that  the  board  had  either 
reviewed  or  monitored  the  management  letter  recommendations  from  the  prior  year. 

Recommendation:  The  auditors  continue  to  recommend  the  following: 

1 .  Develop  a  plan  for  the  accounting  department  that  provides  for  the  following: 

a.  Assessment  of  the  operations  of  the  department  to  determine  that  it  is 
appropriately  staffed  for  the  amount  of  work  that  it  is  expected  to  perform  and 
that  personnel  are  properly  supervised  and  trained. 

b.  Definite  placement  of  responsibility  and  for  lines  of  authority  within  the 
department. 

c.  A  division  of  duties,  wherever  practicable,  between  the  authorization  and 
record  keeping  so  that  the  activities  of  one  employee  act  as  a  check  on  those 
of  another. 

d.  Forms,  documents,  and  procedures  that  provide  for  controls  and  proper 
approvals. 

e.  Monitoring  for  compliance  with  policies,  procedures,  and  budgets. 

f.  Periodic  review  of  the  internal  control  system. 
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2.  Develop  an  accounting  manual  which  should  include  copies  of  forms  and  formats 
used,  documentation  of  the  accounting  software,  as  well  as  a  monthly  checklist 
that  details  all  recurring  journal  entries,  account  reconciliations,  and  standard 
reports.  The  documentation  should  include  how  transactions,  such  as 
contributions,  are  communicated  to  the  accounting  department.  The  manual 
should  also  include  how  various  departments  are  to  communicate  information  to 
the  accounting  department.  In  addition,  a  monthly  closing  checklist  should  be 
developed  which  includes  a  checklist  of  standard  journal  entries,  account 
reconciliations,  standard  reports,  and  external  reporting  requirements  and 
deadlines.  This  checklist  should  be  completed  on  a  monthly  basis  by  the  director 
of  finance  and  provided  to  Executive  Director  and  Treasurer  along  with  the 
monthly  financial  statements  and  budget-to-actual  variance  analysis. 

3.  Review  the  vendor  master  file  for  completeness;  confirm  the  existence  of 
vendors,  purge  the  file  of  vendors  without  recent  activity  and  verify  new  vendors. 

4.  Segregate  the  financial  reporting  for  the  Arlington  Hotel  from  the  Society's 
operations  for  internal  financial  reporting  purposes.  Consider  establishing  a 
separate  payroll  account  for  Arlington. 

5.  Develop  guidelines  for  expense  reimbursements,  which  include  requiring 
program  directors  to  closely  review  all  expense  reports  for  proper  documentation 
before  approval  and  the  Accounting  Department  should  reject  reports  not 
meeting  the  policy  and  not  appropriately  approved.  The  Executive  Director's 
expense  reports  should  be  reviewed  by  the  treasurer  on  a  quarterly  basis. 

6.  Develop  procedures  to  ensure  that  accounts  payable  and  accrued  expenses  are 
recorded  on  a  timely  basis.  All  invoices  should  be  approved  by  a  program 
director  and  coding  should  be  reviewed  prior  to  entry  into  the  general  ledger. 

7.  The  development  and  accounting  departments  should  regularly  reconcile  the 
donor  database  to  the  general  ledger  and  identify  the  reasons  and  propriety  for 
any  reconciling  differences. 

8.  On  a  monthly  basis,  the  Treasurer  and  the  Finance  Committee  should  meet  with 
the  Director  of  Finance  and  thoroughly  review  the  financial  results  of  the 
Society's  operations  and,  as  necessary,  review  the  supporting  reconciliations  to 
determine  that  they  are  up  to  date  and  accurate.  The  Treasurer  and/or  Finance 
Committee  should  report  to  the  Board  on  a  regular  basis  the  results  of  the 
implementation  of  this  recommendation. 

Current  Status:  The  Executive  Director  has  become  involved  in  the  organization  of 
the  Finance  Department  and  has  hired  a  new  CFO  with  extensive  experience  in  not- 
for-profits. 

Prior  Year  Single  Audit  Findings: 

Prior  year's  financial  statement  finding,  07-01,  has  been  repeated  in  current  year 
finding  08-01. 
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THE  TIDES  CENTER 


The  Tides  Center  (Tides  Center)  is  a  California  Non-Profit  Public  Benefit  Corporation, 
established  in  1996,  organized  and  operated  to  support  emerging  charitable  and  educational 
activities.  Tides  Center  provides  fiscal  sponsorship  and  essential  organizational,  financial 
and  personnel  services  to  projects  promoting  shared  principles  of  social  justice  and  a 
sustainable,  healthy  society.  Tides  Center  operates  hundreds  of  projects  and  activities,  all  of 
which  seek  funding  from  the  grant-making  community  and  donors  throughout  the  world. 

Tides  Center  (PA),  a  supporting  organization,  was  formed  to  advance  the  charitable 
purposes  of  the  Tides  Center.  The  organization  was  a  Tides  Center  regional  office  that 
provided  services  to  projects  in  the  surrounding  area.  Tides  Center  (PA)  was  dissolved  in 
2008.  Tides  Center  (PA)  has  been  consolidated  into  the  Tides  Center's  financial  statements 
to  reflect  the  final  year  of  operations. 

Tides  Inc.,  a  related  organization,  was  formed  in  late  2002  and  provides  administrative 
services  to  the  Tides  Center  and  Tides  Foundation. 

In  2006,  Tides  Network,  a  separate  501(c)(3)  organization  was  created.  It  became  the 
parent  organization  to  Tides  Foundation,  Tides  Center,  and  Tides,  Inc.  which  are  affiliated 
organizations.  The  Tides  Center  amended  its  Articles  of  Incorporation  to  provide  for  one 
member,  that  member  being  Tides  Network.  Tides  Network  appoints  the  Board  members  for 
the  Foundation,  the  Center  and  Tides,  Inc.,  although  each  is  an  independent  entity  pursuing 
strategies  in  support  of  positive  social  change.  Tides  Network  sets  the  general  direction  and 
policy  orientation  for  all  of  the  Tides  organizations.  The  Tides  Network  Board  appoints  the 
CEO  for  Tides  Network,  who  also  serves  as  the  CEO  for  all  the  related  organizations. 

In  2008  Pathway  Home  LLC  was  created  as  a  wholly  owned  subsidiary  of  Tides  Center.  The 
Pathway  Home  LLC  provides  a  residential  recovery  program  specifically  created  for,  and 
dedicated  to  serve  veterans  who  have  served  in  areas  of  the  world  such  as  Afghanistan  and 
Iraq.  The  goal  of  the  Pathway  Program  is  to  provide  a  comprehensive  program  of  treatment 
and  support  for  its  warriors  so  that  they  can  continue  to  recover  from  the  stressors  of  war 
and  combat  or  other  traumatic  military-related  stressors.  Pathway  Home  LLC  has  been 
consolidated  into  the  Tides  Center's  financial  statements. 


Total  Amount  Received  From  the  City  in  FY  2008-09:  $5,098,614 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $215,708 
Single  Audit  Reviewed:  Fiscal  year  ended  December  31 ,  2008 
Single  Audit  Findings: 
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Overview  Comment:  The  auditors  determined  that  the  Tides  Center's  internal 
control  environment  and  related  conditions  that  prevailed  during  2008  were  similar  to 
what  they  had  found  in  their  2007  audit  experience.  There  was  turnover  of  key 
finance  management  personnel  in  2008,  as  also  occurred  in  2007.  An  additional 
complication  in  2008  was  the  conversion  to  a  new  accounting  software  package.  This 
seemed  to  exacerbate  finance  department  management  with  time  demands  in  an 
understaffed  and  lack  of  key  personnel  continuity  environment. 

Material  Weakness:  There  was  one  key  finding  in  2008  (which  also  existed  at  the 
time  of  the  2007  audit)  that  the  auditors  believe  results  in  a  material  weakness  for 
Tides  Center.  See  finding  08-01. 

Finding  08-01:  Revenue  Recognition 

Condition:  As  noted  in  prior  year  audits,  there  is  a  systematic  inability  of  Tides 
Center  to  properly  record  revenue  as  multiyear  grants  and  pledge  contributions. 
Generally  Accepted  Accounting  Principles  (GAAP)  require  that  the  revenue  be 
recorded  (accrued)  based  on  the  amount  of  grant  at  the  time  it  is  unconditionally 
pledged  to  the  Center.  The  causes  for  this  situation  all  seem  to  be  systemic  and 
related  to  recording  systems  and  mechanisms,  procedures  and  personnel.  That  is, 
accounting  processes  are  all  currently  geared  to  the  cash  basis  of  accounting. 
System  capabilities  are  currently  not  designed  for  handling  multiyear  receivables,  but 
only  processing  known  transactions  (i.e.  cash  receipts).  And  personnel 
responsibilities  don't  address  issues  and  concerns  dealing  with  accrual  accounting 
and  monitoring  of  multiyear  pledges. 

Recommendation:  Management  is  aware  of  the  conditions  that  the  auditors  have 
mentioned  and  has  made  a  significant  cost  and  time  investment  in  new  accounting 
software  and  capabilities  that  should  address  the  conditions  mentioned.  However, 
specific  efforts  need  to  be  made  and  the  new  system  capabilities  tested  to  ensure 
the  proper  processes,  controls,  and  monitoring  procedures  are  operating  to  allow  for 
both  timely  and  accurate  recording  of  receivables.  The  results  of  their  efforts  have  to 
be  reasonably  reliable  accrual-based  accounting  information. 

Current  Status:  Not  known.  Management's  response  was  not  provided. 

Finding  08-02:  Temporarily  Restricted  Net  Assets 

Condition:  Related  to  the  issue  of  not  properly  accounting  for  multiyear  pledge 
receivables  is  the  issue  of  not  properly  accounting  for  temporarily  restricted  net 
assets.  If  pledge  receivables  are  not  properly  reported  then  temporarily  restricted  net 
assets  reporting  is,  in  the  current  situation,  not  in  accordance  with  GAAP.  While 
temporarily  restricted  net  assets  are  properly  reported  at  year  end  as  a  result  of  audit 
efforts,  the  same  level  of  reporting  needs  to  occur  during  the  year.  The  aspects  of 
proper  temporarily  restricted  net  asset  reporting  as  related  to  time  restrictions  would 
probably  be  addressed  based  on  the  recommendation  relating  to  systems  in  the 


previous  observation.  However,  the  auditors  are  concerned  about  purpose 
restrictions  and  currently  effective  procedures  and  processes  aren't  in  place  to  timely 
identify  purpose  restrictions.  The  two  situations  that  seem  to  cause  this  condition  are 
adequate  review  and  understanding  of  grant  requirements  at  the  Accounting 
Department  level  as  well  as  communication  from  the  project  level  to  the  Accounting 
Department  level  about  conditions  or  restrictions. 

Recommendation:  There  need  to  be  proper  processes  and  procedures  to  identify 
purpose  restrictions  and  conditions  associated  with  grants  and/or  contributions. 
These  processes  and  procedures  need  to  be  comprehensive  enough  to: 

•  Identify  the  restriction  or  condition  at  the  Accounting  Department  level  at  the 
time  of  receiving  the  grant  or  contribution. 

•  Ensure  that  the  Accounting  Department  is  aware  of  information  at  the  project 
level  that  would  impact  the  creation  and/or  release  of  the  restriction  or 
condition. 

Allow  the  Accounting  Department  to  monitor  any  situation  that  could  result  in 
conditional  revenue  becoming  unconditional. 

Current  Status:  Not  known.  Management's  response  was  not  provided. 

Finding  08-03:  Accounting  Department  Processes  and  Staffing 

Condition:  A  look  at  the  observations  noted  and  previously  reported  on  the  2007 
audit  are  still  applicable  during  2008.  Complicating  this  situation  was  turnover  of  key 
finance  management  personnel  and  a  major  accounting  systems  conversion  in  2008. 
The  auditors'  key  concern  is  the  staffing  stability  in  both  the  Finance  Director  and 
Controller  positions  as  well  as  the  reliance  on  temporary  support  staff  for  the 
Controller  and  other  important  accounting  positions.  This  in  itself  contributes  to  the 
other  observations  that  the  auditors  have  noted.  There  is  very  limited  capacity  of  the 
accounting  staff  when  it  comes  to  solving  accounting  problems  or  issues.  The  staff, 
in  general,  adequately  handles  the  routine  aspects  of  normal  transaction  processing 
but  can't  go  beyond  that.  Once  again  this  contributes  to  other  conditions  noted 
(orientation  to  cash  basis  accounting,  not  being  able  to  monitor  pledge  receivables 
and  understand  temporarily  restricted  net  asset  activity).  This  lack  of  depth  and 
capabilities  combined  with  an  inability  of  the  Controller  function  to  drop  down  to  the 
problem  level  and  deal  with  accounting  problems  creates  a  less  than  adequate 
overall  accounting  function.  Related  to  these  issues  are  a  lack  of  defined, 
understandable  and  documented  procedures  for  certain  accounting  responsibilities 
that  further  inhibit  the  ability  of  the  accounting  staff  to  manage  both  emerging  issues 
as  well  as  coverage  for  one  another. 

Recommendation:  The  organization  and  structure  of  the  overall  Accounting 
Department  and  the  role  of  the  Controller  are  crucial  to  establishing  a  timely  and 
meaningful  financial  reporting  situation.  There  needs  to  be  a  critical  analysis  of  job 
skills  and  abilities  to  ensure  they  are  matched  to  the  needs  and  requirements  of  key 
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accounting  responsibilities  and  duties.  That  should  start  with  an  organizational  chart 
of  the  Accounting  Department  that  has  each  position  supported  by  a  detailed  and 
appropriate  job  description  with  skill  set  needs  and  competencies.  The  job 
descriptions  also  need  to  consider  back  up  functions  and  the  ability  to  shift  duties 
when  situations  warrant.  All  of  this  should  be  supported  by  appropriate  accounting 
procedures  manuals  that  highlight  procedures  and  informational  flows  from  the 
transaction  level  to  the  general  ledger  level  to  the  financial  reporting  level. 

Current  Status:  Not  known.  Management's  response  was  not  provided. 

Finding  08-04:  Accounting  and  Project  Communication 

Condition:  The  activities  of  the  Center's  sponsored  projects  are  at  the  heart  of  what 
the  Center  does  but  often  times  there  is  a  lack  of  timely  and  complete 
communication  at  the  Accounting  Department  level  of  what  needs  to  be  considered 
or  addressed  in  terms  of  the  Center's  financial  reporting  and/or  accounting  situations. 
The  auditors  have  previously  mentioned  examples  of  this,  such  as  orientation  to 
cash  basis  accounting,  and  understanding  restrictions  or  conditions  associated  with 
multiple  year  grants.  During  payroll  testing,  the  auditors  noted  two  Project  employees 
were  overpaid  for  hours  subsequent  to  termination  due  to  the  involved  Project 
Managers  not  submitting  required  paperwork  to  the  Payroll  Department  in  a  timely 
manner.  Another  example  noted  related  to  a  grant  advance  from  a  Project  funder. 
The  grant  was  originally  recorded  as  deferred  revenue  in  2007  when  received  but  a 
portion  was  never  recognized  as  revenue  when  the  work  was  done  in  2008  because 
of  lack  of  time  communication  to  the  Accounting  Department  by  the  Project.  The  key 
issues  seem  to  be  non-timely  delivery  of  information  and  communication  to  the 
Accounting  Department  level  by  the  Project  level. 

Recommendation:  Effective  mechanisms  and  procedures  need  to  be  developed 
that  will  allow  the  Accounting  Department  to  be  aware  of  and  knowledgeable  about 
Project  transactional  aspects  that  could  have  a  material  impact  on  the  Center's 
financial  reporting  function.  Those  mechanisms  and  procedures  might  include: 

•  Summary  memos  or  extracts  of  key  transactional  aspects  of  grants  prepared 
by  appropriate  Finance  Department  personnel  at  time  of  grant  receipt. 

•  Use  of  checklists  to  identify  concerns  and  solicit  input  from  Project  personnel. 
Use  of  system  features  to  match  expected  results  against  actual  that  might 
highlight  differences  for  the  Accounting  Department. 

•  Periodic  training  sessions  to  Project  personnel  to  make  them  aware  of 
accounting  and  financial  reporting  requirements. 

Current  Status:  Not  known.  Management's  response  was  not  provided. 


Prior  Year  Single  Audit  Findings: 

Finding  07-01:  Revenue  Recognition  (Material  Weakness) 

Condition:  There  is  a  systematic  inability  of  the  Center  to  understand  and  properly 
record  revenue  as  related  to  grants  and  pledge  contributions.  The  Center  is  the 
recipient  of  multiyear  unconditional  grant  pledges  and,  as  mentioned  in  prior  years, 
records  these  grants  as  revenue  when  an  installment  is  received  (on  a  cash  basis). 
Generally  accepted  accounting  principles  (GAAP)  require  that  the  revenue  be 
recorded  (accrued)  based  on  the  amount  of  grant  at  the  time  it  is  unconditionally 
pledged  to  the  Center.  There  is  generally  an  inability  at  the  grant  recipient  level  (i.e., 
the  project)  to  understand  that  the  total  grant  is  revenue  when  unconditionally 
pledged. 

As  part  of  the  audit  closing  process,  management  engaged  outside  professional 
accounting  assistance  to  analyze  the  situation  and  calculate  the  dollar  impact  of  not 
recording  multi-year  unconditional  grant  pledges.  Their  efforts  were  extensive  and 
time  consuming  and  resulted  in  recording  additional  revenue  of  approximately 
$9,300,000  in  2007  and  $7,100,000  in  2006.  These  amounts  in  effect  represent  the 
difference  between  recording  grant  revenue  based  on  when  the  total  grant  pledge 
should  have  been  recorded  (GAAP  basis)  based  on  the  unconditional  intent  of  the 
donor.  The  auditors  mentioned  that  this  situation  relates  primarily  to  foundation  and 
non-governmental  grants.  It  does  not  apply  to  government  grant  funding  subject  to 
Single  Audit  requirements. 

Recommendation:  Processes  need  to  be  identified  and  implemented  at  the 
organizational  level  to  determine  and  record  proper  revenue  recognition  as  related  to 
multi-year  pledge  contributions.  Those  processes  also  need  to  include  procedures  to 
monitor  when  multi-year  pledge  amounts  are  to  be  received. 

Current  Status:  This  comment  is  unchanged  and  is  mentioned  again  in  the  2008 
Single  Audit  Findings,  above,  as  Revenue  Recognition. 

Finding  07-02:  Accounting  Department  Processes  and  Staffing  (Significant 
Deficiency) 

Condition:  The  auditors'  review  of  internal  control  features  and  testing  identified  the 
following  weaknesses: 

•  Project  teams  are  responsible  for  the  account  coding  of  transactions. 
However,  there  is  not  a  formal  review  by  the  accounting  staff  to  assess 
whether  project  team  account  coding  is  appropriate. 

•  Instances  were  noted  of  transactions  that  should  have  possibly  been 
accounted  for  differently.  These  transactions  related  to  cut  off  of  expenses  as 
of  year  end  and  recording  receivables. 

•  Expense  transactions  being  recorded  without  supporting  documentation 
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and/or  being  questioned. 

•  There  are  no  processes  or  guidelines  (such  as  checklists,  summary  memos, 
sign  offs,  etc.)  used  by  accounting  in  order  to  review  significant  project 
transactions  such  as  grants  or  contracts. 

•  There  are  no  procedures  for  identifying  and  tracking  conditional  contribution 
revenue.  Conditional  contribution  awareness  and  information  generally  exists 
at  the  project  director  and  project  team  lead.  However,  there  are  no 
mechanisms  for  communicating  such  information  to  accounting  in  order  to 
assess  overall  financial  reporting  considerations. 

As  mentioned  previously  (in  the  Material  Weakness  comment)  the  fact  that  the 
Center  had  to  engage  an  outside  professional  to  analyze  the  proper  accounting  for 
multiyear  grants  indicates  a  need  for  a  technically  capable  person  to  monitor,  review 
and  control  multiyear  grant  accounting  activity. 

The  auditors  also  noted  that  the  only  organizational  resource  in  terms  of  being  able 
to  explain  or  insure  adequate  GAAP  is  at  the  Controller  level.  Yet  the  majority  of 
project  interaction  is  generally  at  lower  (than  Controller)  level  positions  which 
generally  don't  concern  themselves  with  GAAP. 

Recommendation:  The  Center  needs  to  review  the  adequacy  of  both  control 
procedures  and  staffing  levels  to  ensure  that  appropriate  procedures  and  control  features 
exist  to: 

•  Assess  how  a  transaction  should  be  accounted  for  and  whether  all  implications  of 
that  transaction  have  been  identified. 

•  Ensure  communicating  to  the  project  level  what  accounting  requirements  are  for 
material  or  significant  transactions  so  that  they  can  be  reported  to  accounting 
and  assessed  for  financial  reporting  implications. 

•  Strengthen  accounting  technical  capabilities  at  the  accounting  staff  level  to  better 
understand  GAAP  and  financial  reporting  requirements.  This  is  probably  a 
combination  of  education  as  well  as  greater  technical  skills  at  certain  positions 
such  as  key  backup  to  the  Controller  and  responsibility  for  multiyear  grants. 

Current  Status:  As  of  2008,  the  comments  relating  to  above  have  been  addressed  and 
resolved.  The  other  comments  are  substantially  the  same  in  2008  and  are  considered  in 
2008  as  Accounting  Department  and  Staffing. 

Finding  07-03:  Temporarily  Restricted  Net  Assets  (Significant  Deficiency) 

Condition:  The  Center  does  not  report  unrestricted,  temporarily  restricted  and 
permanently  restricted  net  assets  in  its  internal  financial  statements  as  required  by 
Financial  Accounting  Standards  Board  Statement  No.  117.  The  proper  reporting  of  net 
asset  classifications  occurs  only  at  the  time  of  annual  audit.  The  auditors  noted  that  there 
is  sometimes  not  a  clear  distinction  when  temporarily  restricted  net  assets  may  exist  at 
the  project  level  as  opposed  to  the  program  level  which  is  generally  always  considered 
temporarily  restricted. 
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Recommendation:  Due  to  the  fiduciary  nature  of  the  Center's  activities  with,  for  and  on 
behalf  of  its  fiscal  sponsorships,  it  is  really  important  that  net  assets  be  identified  if  they 
meet  the  definition  of  temporarily  restricted.  Procedures  need  to  be  considered  and 
developed  for  this  purpose  so  there  can  be  interim  internal  financial  reporting  of 
temporarily  restricted  net  asset  activity.  The  procedures  should  also  include  clarification 
of  when  a  temporarily  restricted  activity  does  exist  at  the  project  level. 

Current  Status:  This  comment  is  unchanged  from  2007  and  is  mentioned  again  2008 
as  Temporarily  Restricted  Net  Assets. 
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UNIVERSITY  OF  CALIFORNIA,  SAN  FRANCISCO 


The  University  of  California,  San  Francisco  (UCSF)  is  one  of  the  10  campuses  that  comprise 
the  University  of  California  (University)  public,  state-supported  institution.  UCSF  is  the  only 
campus  of  the  University  dedicated  solely  to  graduate  and  professional  study  in  the  health 
sciences.  Part  of  the  University  since  1873,  UCSF  is  a  campus  known  for  its  scientific 
discoveries,  teaching  prowess,  and  patient  care.  The  following  Single  Audit  findings  reflect 
findings  for  the  University  as  a  whole. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $14,299,709 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $7,330,242 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 
Single  Audit  Findings: 

Finding  08-01:  Untimely  Cost  Transfers:  Research  and  Development  Cluster: 

•  National  Institutes  of  Health,  Collaborative  Network  for  Clinical  Research  on 
Immune  Tolerance.  CFDA#:  93.000.  Award  #  N01AI15416.  $37. 129 

•  National  Institutes  of  Health,  Center  for  International  AIDS  Support.  Training,  and 
Evaluation.  CFDA#:  93.389.  Award  #  U62CCU922423.  $8.960 

•  National  Science  Foundation,  Acquisition  of  a  Powered  X-ray  Diffractometer  for 
Environmental  and  Materials  Research.  CFDA#:  47.050:  Award  #  EAR-0619398. 
$15.241 

•  Department  of  Defense,  Center  for  Nanoscience  Innovation  for  Defense,  CFDA  # 
12.999,  Award  #  H94003-06-20604.  $6.416 

Questioned  Costs:  None 

Condition:  Cost-transfer  testing  was  performed  at  four  campuses.  Out  of  a  total  of 
120  valid  cost  transfers  selected  for  testing,  the  auditors  noted  17  instances  across 
all  four  campuses  in  which  the  transfers  were  completed  more  than  120  day  after  the 
original  date  of  transaction.  [This  violates  the  University's  policy  which  requires  that 
cost  transfers  be  recorded  within  120  days  of  the  end  of  the  month  in  which  the 
original  charge  posts  to  its  ledger.]  On  the  University's  self-imposed  policy,  the 
auditors  noted  that  the  transfers  occurred  between  9  and  245  days  late;  however  the 
auditors  stated  that  they  could  not  determine  the  date  of  discovery  of  the  error. 

Recommendation:  While  the  auditors  could  not  determine  if  any  of  the  transfers 
were  untimely  as  defined  by  NIH  policy,  they  recommend  that  the  University  enhance 
its  focus  on  achieving  timely  cost  transfers  to  ensure  compliance  with  University  and 
agency  guidelines. 
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Current  Status:  The  University  has  taken  various  actions  to  enhance  its  controls 
and  to  ensure  that  untimely  cost  transfers  do  not  result  in  unallowable  costs  charged 
to  federal  awards.  Management's  Corrective  Action  Plan  is  incorporated  into  the 
University's  Single  Audit  Report  for  the  Year  Ended  June,  30,  2008,  under  the  title, 
Management's  Response  and  Corrective  Action  Plan. 

Finding  08-02:  Ensure  Title  IV  Funds  Are  Returned  In  a  Timely  Manner 
Student  Financial  Aid  Cluster.  Federal  Perkins  Loan.  CFDA  #  84.038 

Condition:  Title  IV  testing  was  performed  at  two  campuses.  For  both  campuses 
where  a  total  of  60  calculations  were  examined  for  testing,  the  auditors  noted  two 
instances  in  which  the  funds  were  not  returned  within  45  days.  The  auditors  noted 
delays  of  three  and  five  days. 

Recommendation:  Management  should  institute  controls  to  ensure  the  need  to 
return  Title  IV  funds  is  identified  on  a  timely  basis  and  that  amounts  are  returned  with 
the  required  period. 

Current  Status:  Management's  Corrective  Action  Plan  is  incorporated  into  the 
University's  Single  Audit  Report  for  the  Year  Ended  June,  30,  2008,  under  the  title, 
Management's  Response  and  Corrective  Action  Plan. 

Finding  08-03:  Timely  Submission  of  Student  Status  Changes 

Student  Financial  Aid  Cluster:  Federal  Direct  Student  Loan  Program,  CFDA  #84.268. 

Condition:  Student  status-change  testing  was  performed  at  two  campuses.  Out  of  a 
total  of  60  students  selected  for  testing,  the  auditors  noted  five  instances  in  which  the 
students'  status  changes  were  not  reported  to  the  National  Student  Loan  Data 
System  (NSLDS)  within  the  prescribed  time  frame  (i.e.,  30  days  of  receipt  of  student 
status  confirmation  report).  Delays  of  1  to  72  days  were  noted. 

Recommendation:  The  Registrar  should  compare  the  NSLDS  list  to  a  list  of 
students  with  federal  loans  and  whose  status  has  changed  since  the  last  NSLDS 
report.  In  addition,  personnel  performing  the  return  of  federal  funds  process  should 
notify  the  Registrar  regarding  withdrawn  or  less  than  half-time  students  on  a  timely 
basis.  This  will  ensure  timely  submission  of  student  status  changes  to  the  NSLDS  by 
the  Registrar. 

Current  Status:  Management's  Corrective  Action  Plan  is  incorporated  into  the 
University's  Single  Audit  Report  for  the  Year  Ended  June,  30,  2008,  under  the  title, 
Management's  Response  and  Corrective  Action  Plan. 

Finding  08-04:  Timeliness  of  Federal  Report  Submission.  Research  and 
Development  Cluster: 

•    National  Institutes  of  Health.  Center  for  International  AIDS  Support.  Training. 
and  Evaluation,  CFDA  #93.389  Award  #U62CCU922423 


•  Department  of  Defense,  Center  for  Nanoscience  Innovation  for  Defense, 
CFDA  #12.999.  Award  #H94003-06-20604 

Condition:  Quarterly  Federal  Cash  Transaction  Reports  (FCTRs)  were  tested  at 
four  campuses.  Out  of  a  total  of  44  reports  selected  for  testing,  the  auditors  noted  six 
instances  at  two  campuses  in  which  the  FCTRS  were  not  filed  within  the  15-day 
requirement.  The  required  reports  were  filed  on  average  60  days  late,  ranging  from  1 
to  201  days  late. 

Recommendation:  The  University  should  implement  more  stringent  monitoring  and 
review  procedures  to  ensure  that  all  Federal  Cash  Transaction  Reports  are  prepared 
and  filed  with  the  required  15-day  period  to  comply  with  federal  regulations. 

Current  Status:  Management's  Corrective  Action  Plan  is  incorporated  into  the 
University's  Single  Audit  Report  for  the  Year  Ended  June,  30,  2008,  under  the  title, 
Management's  Response  and  Corrective  Action  Plan. 

Finding  08-05:  Period  of  Availability 

Research  and  Development  Cluster.  Department  of  Defense,  Center  for 
Nanoscience  Innovation  for  Defense.  CFDA  #1 2.999m  Award  #  H94003-06-20604 
and  H94003-06-20608 

Condition:  Direct-cost  testing  was  performed  at  four  campuses.  Out  of  a  total  of 
160  direct  cost  transactions  selected  for  testing,  the  auditors  noted  one  campus  had 
16  out  of  40  instances  related  to  two  awards  in  which  the  direct-cost  charge  was  not 
incurred  within  the  grant's  period  of  availability. 

Questioned  Cost:  $31,284 

•  For  one  out  of  the  four  travel  charges  tested,  the  travel  did  not  take  place 
within  the  grant  period  for  Fund  #  231 1 1  (9/26/06  -  1 1/30/07).  Per  the  travel 
expense  report,  the  trip  begin  date  was  12/3/07,  and  end  date  was  12/5/07. 
Per  the  voucher  and  invoice  detail,  the  invoice  date  was  3/7/08  and  paid  date 
was  3/14/08. 

•  For  four  out  of  fifteen  other  direct  costs  tested,  the  charges/services  were  not 
incurred  within  the  grants  period  of  availability. 

•  For  two  out  of  ten  equipment  transactions  tested,  the  acquisitions  did  not 
occur  within  the  grant  period  for  Fund  #  231 1 1  (9/28/06  -  1 1/30/07)  and  Fund 
231 10  (9/30/06  -  9/30/07).  Charges  were  made  April  2008  and  January  2008, 
respectively. 

•  For  nine  out  of  40  procurement  transactions  tested,  the  charges/services 
were  not  incurred  within  the  grant  period  of  availability. 
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Recommendation:  The  University  should  enhance  its  focus  on  ensuring  that 
charges  are  made  to  grants  within  the  period  of  availability  to  ensure  compliance  with 
the  agency  guidelines. 

Current  Status:  Management's  Corrective  Action  Plan  is  incorporated  into  the 
University's  Single  Audit  Report  for  the  Year  Ended  June,  30,  2008,  under  the  title, 
Management's  Response  and  Corrective  Action  Plan 

Prior  Year  Single  Audit  Findings: 

Finding  07-01:  Untimely  Cost  Transfers 

Similar  instances  of  noncompliance  were  noted  in  2008.  See  Finding  08-01. 

Finding  07-02:  Ensure  Title  IV  Funds  Are  Returned  in  A  Timely  Manner 
Similar  instances  of  noncompliance  were  noted  in  2008.  See  Finding  08-02. 

Finding  07-03:  Timely  Submission  of  Student  Status  Changes 

Similar  instances  of  noncompliance  were  noted  in  2008.  See  Finding  08-03. 

Finding  07-04:  Cash  Management  -  Delays  in  Returning  Federal  Funds 
Corrective  action  was  taken.  No  instances  of  noncompliance  noted  in  2008. 

The  campus  has  completed  the  following  corrective  action  plan. 

•  The  Loan  Services  Supervisor  conjointly  performed  the  task  with  the 
processor  for  three  months  to  ensure  that  the  processor  understood  and 
performed  all  tasks  according  to  federal  requirements.  The  Loan  Services 
Supervisor  is  now  the  back-up  processor  for  the  task  and  the  Assistant 
Director  is  training  to  be  an  additional  backup. 

•  An  independent  monthly  random  sampling  of  a  minimum  5  percent  of 
Electronic  Funds  Transfer  (EFT)  returns  as  well  as  5  percent  minimum  of 
disbursements  to  validate  that  funds  are  processed  within  the  required  time 
has  been  put  in  place.  This  sampling  is  performed  by  the  Assistant  Director 
who  submits  the  results  on  a  monthly  basis  to  the  Director. 

•  Documentation  was  improved  concerning  the  EFT  return  processes  and  step- 
by-step  instructional  procedures  were  updated  to  aid  in  eliminating  future 
non-compliance  situations. 

•  Improvement  has  been  made  to  essential  printed  reports  to  streamline  the 
process  and  to  prevent  the  possibility  of  errors. 

•  Further  investigation  will  be  made  into  the  possibility  of  automating  the 
process. 
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WALDEN  HOUSE,  INC. 


Walden  House,  Inc.  (Walden  House)  is  a  tax-exempt  corporation  that  has  been  providing 
behavioral  health  prevention  and  treatment  services  to  the  general  public,  primarily  relating 
to  drug  and  substance  abuse  rehabilitation  and  HIV  prevention,  since  1969.  Walden 
House's  vast  network  of  services  includes  adult  and  adolescent  residential  treatment 
facilities,  transitional  homes,  in-prison  substance  abuse  programs,  a  regional  substance 
abuse  services  coordinating  agency,  and  administrative  offices,  which  are  located 
throughout  California.  Walden  House  administrative  headquarters  are  located  in  San 
Francisco,  California. 

Walden  House  receives  funding  from  the  public  and  private  sectors,  including  grants  and 
contributions  from  U.S.  Governmental  agencies,  corporations,  foundations,  and  individuals. 
In  2008,  approximately  91  percent  of  Walden  House's  support  was  provided  by  grants  from 
U.S.  Governmental  organizations. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $1 1 ,552,971 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $801,048 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2008 
Single  Audit  Findings:  None 
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WESTSIDE  COMMUNITY  SERVICES,  INC. 


As  one  of  the  first  community-based  mental  health  organizations  in  the  country,  Westside 
Community  Services,  Inc.  (Westside)  has  been  providing  mental  health  and  related  services 
to  adults,  youth  and  families  since  1967.  Westside  is  dedicated  to  caring  for  the  underserved 
population  of  San  Francisco,  including,  but  not  limited  to,  the  poor,  the  indigent,  the 
homeless,  people  of  color  and  others  who  have  difficulty  accessing  health  services.  By 
providing  a  continuum  of  mental  health,  substance  abuse  prevention  and  treatment,  and  HIV 
related  services,  Westside  makes  services  available  for  low-income  residents  who  have 
multiple  and  complex  health  needs.  Westside  receives  substantially  all  of  its  funding  from 
the  City  and  County  of  San  Francisco,  with  certain  portions  originating  from  the  State  of 
California  and  the  federal  government. 

Total  Amount  Received  From  the  City  in  FY  2008-09:  $1 1,377,074 
Federal  Funds  Received  From  Public  Health  in  FY  2008-09:  $1,551,169 
Single  Audit  Reviewed:  Fiscal  year  ended  June  30,  2009 
Single  Audit  Findings:  None 
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APPENDIX  B:  DEPARTMENT  RESPONSE 


City  and  County  of  San  Francisco 


Department  of  Public  Health 


Gavin  Newsom 
Mayor 


Gregg  Sass 
Chief  Financial  Officer 


April  14,  2010 


Tonia  Lediju,  Director  of  Audits 
City  Hall,  Room  476 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102 


Dear  Ms.  Lediju: 

Enclosed  is  our  response  to  the  Department  of  Public  Health  Monitoring  of  A-133  Single  Audit 
Reports  tor  Agencies  Awarded  Federal  Funds  by  DPH  in  Fiscal  Year  2008-09. 

Thank  you  for  your  work  on  behalf  of  the  Department  and  its  contractors. 


Sincerely, 


Gregg  Sass 

Chief  Financial  Officer 


Cc: 


Tristan  Levardo 


Enclosure 


(415)  554-2610 


101  Grove  Street 


sbjiU  iiudil  cever 

San  Francisco,  CA  94102-4593 
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